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Your potential. Our passion. $ 


Microsoft 


Your people are your company’s most important asset. 
Every day they come to work ready to make an impact, 

a difference. Make sure they have software that matches 

their ambition—people-ready software that helps them 
collaborate and innovate, that amplifies their influence 

far and wide. Then see your people and your company, 

succeed like never before. Microsoft. Software for the 
people-ready business. microsoft.com/india/peopleread yw 
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Fs E'S PRIME STOCK | INDEX, p 
2,000 for the first time or 
"the already heady spirit in 
fa bull run that has lasted 38 
months, tur Wi and infectiously giddy, affecting 
not just inj Ri stockbrokers, but also everyone 
else—the PRBBBIEG: at the Centre, media and nearly 
everyone in “business. I am often told a story, apoc- . 
ryphal perhaps, of how when the Sensex rises, even — 
Mumbar's restaurants and nightclubs do brisker business. f 
The feel-good aura of a bullish stock index and its ripple ` 
effect on other markets and businesses is not uncommon. 
It happens in all economies. But keen observers of the 
Sensex, particularly after it crossed 12,000, will have 
noted how volatile it has been. Between the end of 
March to the middle of May, it has fluctuated wildly, 
sometimes dropping up to 500 points in intra-day trad- 
ing or losing 900 points in just a week. On many of the 
occasions, the wild fluctuations were provoked by 
rumours like the one in April that suggested that SEBI had 
suspended some Fils from trading in the Indian market. 
Net result: the Sensex dropped by 157.46 points on _ 
April 7, 2006, after moving in an . 
intra-day range of 341 points. 

Why does the Indian stock market 
behave like this? Is this because, as 
SEBI’s articulate chairman told us, 
there's too much money chasing too 
few stocks? Does it mean the Indian 
stock market is easily manipulated 
by just a few large players? In our 
cover story, Principal Correspondent 
Mahesh Nayak explores these issues and attempts to 
come up with answers. As part of the cover story package, 
we also examine whether the current bull run will fuel the 
Sensex's rise to further heights—20,000 by 2010? Plus, 
an interview with SEBI’s Damodaran on volatility, market 
manipulation and how he is tackling all of these. 

In the next five years or less, the organised retail 
business is expected to see investments running up to Rs. 
A 4 000 crore as 0 Indian dade as well . as diia 






































s de Future E o the Taras พ ส ก ย์ Rah Yejas, ari 
on an expansion binge, it is the plans being hatched by 
Mukesh Ambani's Reliance Retail that are the most 
stunning: Reliance is pumping Rs 15,000 crore in a retai 
blitzkrieg that involves setting up stores spanning al 
formats—from smaller specialised stores to mega 
hypermarkets. Our special report in this edition is an 
in-depth survey of the state of Indian retail, emerging 
trends and the future scenario. 
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Wipro presents PowerSlim. Desktops powered by 
® : 8 - 
Intel" Pentium” 4 processor with HT Technology. 


It's slim, sleek and powerful. And it's making heads turn. The new Wipro 
SuperGenius PowerSlim, powered by Intel? Pentium? 4 with HT Technology, 
delivers blazing speed and heavy duty performance. It's a lean, mean 
machine that kickstarts business productivity. And is backed by the Wipro 


promise of reliability. Go ahead. Get the look of the future for your office. 
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Technology (3.0 GHz, 2MB L2 Cache, 800 MH: FSB) 
Genuine Microsoft* Windows* XP Professional 
| Intel® 915 GV Chipset 
256 MBRAM 
| 15" TFT Screen 
| 80 GÈ SATA HDD í 
o. O OAT | Pentium 4 HT 
Po ED inside 
| 1 year warranty 





call toll free 1800 3453312 or email supergenius@wipro.com www.wipro.in 
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10 Ro: Rose-tinted Visions | 
. 10 New Formula Wanted 
- 12 Saving Bangalore 


TRENDS 
13 Small Is Beautiful 


The retail investor has arrived. But the question is: 
has he also come of age? 


Bye Bye Bangalore? 

Karnataka CM H.D. Kumaaraswaamy's decision 
to stop allotting land to IT companies in Bangalore 
may provide a fillip to rival centres such as Chennai 

cov and Hyderabad. 
18 Top Of Mind 
-  . Focus on Google's Googly; and ICC Elite Panel 
umpire, Steve Bucknor. 


34 The BT 50 Index 


า CURRENT 
e = ‘Ringing Up The Gains 
By listing his export-oriented refinery project on the 


< markets, Mukesh Ambani’s group market 
E capitalisation rockets into the Rs 2 lakh crore region. 


' Hardball In Hardware 

- - Even after divesting its PC business to Lenovo, IBM 
- India gets more than a third of its revenues from its 
+ hardware business. 

< Trouble In Jharkhand 

Mittal Steel was shown iron ore mines where SAIL 
has lease rights. 


Another Battle Of Wilis 
Analjit Singh is confident of an out-of-court 
. settlement with his nephews over his father's will. 


Reforms Are Dead; Long Live Reforms 

The Congress or its allies have come to power in 
elections. So, why does everyone have a mixed 
feeling about the future of reforms? 


BILT To Last | 
Gautam Thapar, who will succeed L.M. Thapar 
next month as Chairman of India's largest paper 
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...50. Ideas From The Old School 

0 Why has IDFC paid Rs 150 crore for a 23 per cent 
(7 0 stakeina Manipal group company? 

Finding: The Sweet Spot - 

^ "Sugar is sweeter on its own, at least for EID Parry, 
"which haso over the years exited from businesses 
anging from fertiliser to sanitaryware. ง 


\re Your Shares Safe? 


Investors in demat form, may need. an overhaul. 
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maker, plans to double his group's size in five years. . 


je depositories, which store shares of over 90 lakh - 





COVER STORY - 
.56 Surviving A Volatile Sensex 


The Great Indian Bull Run surges on, But the: 
| volatality calls: for caution. 


20K By 2010? - 
| T he Indian markets might ha 
the half-way mark... v 


6 ER We Get Alarmed, We will Have 
— To Shut Shop". : 
a An interview with SE Bl C Ah airman 
M. Damodaran. : | 
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FEATURES 
70 The Real Cost Of AIDS 


A staggering 5.2 million people in India are infe —— 
ected with HIV, and if unchecked, the killer bug 
could push 4.3 million people deeper into poverty 
and shave billions of dollars off India’s GDP. 


Magazine Mania . 

It's no surprise that everyone wants a piece of 
the action; Print is bigger than television in 
India, and grew faster in 2005. And magazines: 
grew the fastest. 


ICICI Bank's Rural Thrust 

India's largest private sector bank is following the 
FMCG model to expand into rural India. Canit 
crack the operating cost hurdle to doing business .- 
in the heartland? | 


78 








BOOKEND 
160 That Networking Thing 


A wealth of intriguing propositions, and the 
tricky business of making money from Web 2.0. 


REPORTER'S DIARY 


162 Grassroot Grumbles 
The Asian Development Bank's 39th annual 
meeting in Hyderabad drew a swarm of protest- 
ers. Interestingly enough, the bank isn't just lis- 
tening to them, but willing to change. 
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92 Retail Rush 
A staggering Rs 54,000 crore is likely to be 
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invested in organised retail as big groups Rabindranath Tagore’s Shantiniketan 
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ร ะ ชา ร ช่ PREDE REER “ Tagore, is today wracked by urbanisation, 
mismanagement and corruption. 


104 Stay Local Or Go National? 166 Treadmill 


If the retail game is all about economies of 167 Printed Circuit 
scale, what happens to small regional players? 


110 Fixing The Farm Supply Chain THE BEST COMPANIES 
rore yea could change the TO WORK FOR IN INDIA: 2006 





poor supply chain scenario in fresh produce. 
2 The Future Stores / 168 The most anticipated survey in 
112 B ET odia denk ke 2 employment satisfaction has just 
eain $ What i it been kicked off. Mr CE( ), here's 
tor dud ls? y- your chance to participate. 


170 People 
Starring Mittal Steel's L.N. Mittal; Akshay 


Bhargava, private equity investor at 3i; Tata 
b/t) money 114 Boll lic; Flops Group Chairman, Ratan Tata; Diljeet Titus, 
« A =» Most public issues launched founder, Titus & Co; Anand Jain, confidant of 


- , 7 ๆ » , n ' ๆ ๆ 
“Ka « by the movie world have had RIL’s Mukesh Ambani; and former bull and 


disastrous RUS Now, a fresh scamster Ketan Parekh. 
bunch of IPOs is lining up. 
118 Winning Moves 
124 News Round-up 
126 Safe, Not Sexy 
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PUES MMI ee eee | 133 Value-picker's Corner 





Tata Group Chairman Ratan Tata, Mittal Steel's 


JOBS TODAY L.N. Mittal and 3i’s Akshay Bhargava 
150 Tune In And Stay Tuned LEADERSHIP SPOTLIGHT 


The booming FM radio industry will recruit at 
least 10,000 people this year. 172 Buddhadeb Bhattacharjee, CM, West Bengal. 
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One Step At A Time 

YOUR COVER STORY, THE IT RACE TO 
$10 Billion (Br, May 21, 2006), 
should have focussed on who will 
reach the $5-billion mark first. | 
think making such assumptions, 
like who will get to the $10 billion 
mark first, is a bit premature at this 
point in time. 


M. RAMDAS, through e-mail 


The Grey Area 

WITH REFERENCE TO YOUR STORY THI 
Silver Edge in BT Money (May 21, 
2006), not only silver, but prices 
of gold and real estate have gone 


Big League Beckons 

YOUR COVER STORY, THE RACE TO 
$10 Billion (Br, May 21, 2006), 
provides an exhaustive reading on 
the current trends and happenings 
in the Indian Information Tech- 
nology (IT) sector. The study enu- 
merates the various perspectives 
one needs to take into account for 
the featured IT companies to achieve 
the said target. Each company has 
its own strengths and weaknesses, 
but the one which reaches the $10 
billion mark first, will be India's 
very own Microsoft. 


V, RAJENDRAN, through e-mail 


through the roof in the past one 
to two years. However, the bulk 
of the money invested in silver, 
gold and, to some extent, real estate, 
is unaccounted for. This has resulted 
in a tight money market for trade 
and industry. It's high time the gov- 
ernment took stringent measures 
to curb grey transactions in the 
above sectors. One such measure, 
for example, could be that all sale- 
purchases exceeding, say Rs 20,000, 
should be through banks only. 


SUBHASH C. AGRAWAL, through e-mail 


What About The Upper Castes? 

| WAS SURPRISED TO SEE A RESPONSIBLE 
magazine like BT carrying an article, 
We Are For It (May 7, 2006), 
endorsing a discriminatory and 
largely ineffective practice like job 
reservations. Many of the so-called 
OBCS are rich farmers and business- 
men and their children do not need 
reservation. They are already a 


pampered and “empowered” lot. 
Spare a thought for the poor among 
the ‘upper castes’. 


HARI $., through e-mail 


It Has Worked Out For Me 
[ could identify with Muscles Mani’s 
article A Family Affair (Br, March 
26, 2006). Before marriage, I was 
erratic about gymming. But all that 
changed with my wife being a fit- 
ness freak. She is a software engi- 
neer and, some vears ago, she did a 
certification course in aerobics. Since 
then, three to four times a week, she 
works as a part-time instructor at a 
gym after office hours. Since I had 
to pick her up at 9 p.m., I decided 
to join her classess instead of just 
driving 30 km from home to ferry 
her back. And, now, thanks to my 
wife, I have got into the groove of 
working out regularly. 

RAGHURAM KRISHNAN, through e-mail 
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The world is waiting 
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Rose-tinted Visions 


Even though valuations are pointing a sizeable downside 
risk with a high probability, such a correction is unlikely 
to be deep enough until (these) sentiment indicators 
inflect toward a more euphoric state 


$ THE AMERICANS MIGHT SAY, GO FIGURE. THE ABOVE 
icc is from a very recent India Strategy report 
from the seemingly downbeat-for-ages JM Morgan 
Stanley’s research desk, titled “Almost Everybody Is 
Bearish”. An Indian investor, presumably retail, trying 
to make sense of the Indian market’s future course 
amidst stomach-churning volatility, can do three things. 
One, get a hold of reports like the JM Morgan one, and 
attempt to digest them; if you succeed you would have 
obviously found Joyce's Ulysses eminently readable, 
too. Your second option is to panic. Keep your ears open 
and that won't take too long. After all, what do vou hear 
now? The victory of the Left parties at the state hustings 
spells the end—if not the reversal—of reforms; hikes in 
interest rates and record crude prices are pulling down 
markets; humungous initial public offerings (IPOs)—like 
the Rs 13,000-crore issue from DLF—will suck the 
secondary market dry. And the weathermen apparently 
don't rule out an under-par monsoon. 

Cashing out might not be a bad choice, particularly 
if you've entered the markets three years ago at the 
beginning of the boom, when the indices were at a quar- 
ter of what they are today. Yet, it's not the best choice. 
If your objectives are longer term, you might be just miss- 
ing out on the big picture, which could play out in the 
next 20, even 30, years. Now taking a call on the next 
three decades may appear more outlandish than relying 
on Vulcan or Pluto to prophesise your lifespan. But 
consider: A majority of the Indian population is under 





Red signal: Reduce taxes on oil 
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The bigger picture: Looks good 20-30 years from now 


30, and it wouldn't be a bad idea—it isn't a bad time for 
sure—to invest with the retirement years in mind. That's 
not too different than what the Baby-boomers of the 80s 
in the Us did, what with the Dow surging for nearly two 
decades as most of America grew older and older. 

History of markets worldwide throws up two sig- 
nificant facts about bull rallies. That there have been 
more of them than bear markets. And that bull markets 
last longer than bear markets (the latter tend to be bru- 
tally sharper). There are of course those periods during 
which indices loll about (move sideways, in market 
lingo), but what works in favour of Indian markets is 
that they consolidated for 10 years before embarking on 
the current rally three years ago. 

If you believe Indian economic growth will peak out 
over the next couple of decades, in double-digit terri- 
tory, it should be easy to shut yourself from the noise 
around and begin—or continue—working on your 
long-term objectives. 


New Formula Wanted 


i j^ MAGAZINE HAS CONSISTENTLY HELD THAT 
energy—and, indeed, all—prices should be 
determined by the market. Our stand on increasing 
the retail prices of petrol, diesel, kerosene and LPG to 
reflect the rising international prices of crude should, 
therefore, have been a no-brainer. Only, it’s not. 
That’s because the retail prices of these commodities 
are not just a function of the runaway bullishness in 
the global crude market; about 50 per cent of what 
we pay at petrol pumps and gas agencies goes to the 
government’s kitty in the form of various taxes. 
And this tax component has become the bone of 


HYY NINDOS 


THE BEST-RUN BUSINESSES RUN SAP 


“Among Dun & Bradstreet, Inc. listed companies with employee number information. Small and micdsse 


1,500 employees, and include customers of mySAP” All-in-One and SAP* Business One solunons so! 11 
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contention between opponents and proponents of a 
fuel price hike. The key dramatis personae in the 
debate are all reconciled to the fact that prices have 
to head north; the question is: by how much? 

The government's Left Front allies argue that the 
Finance Ministry should cut the duties it levies on oil 
and oil products, thus, sparing consumers the burden 
of a steep price hike. There is merit in this argument. 
Oil, after all, is an essential commodity; for the gov- 
ernment to treat it as a milch cow that can be squeezed 
at will to maximise revenues is downright extortionist. 
Can it, for example, do the same with wheat, paddy, 
power or water? It obviously can't. So, why should oil 
be different? But Finance minister P. Chidambaram is 
not buying this logic. His argument: any cut in duties 
will adversely affect the National Rural Health Deve- 
lopment Programme and the National Rural 
Employment Guarantee Programme. This argument, 











Saving Bangalore 
HERE IS A VERY REAL FEAR THAT 
Bangalore—constrained and 

hamstrung by choked, potholed 
roads, incomplete, rusting flyovers, 
frequent power breakdowns and 
lack of sufficient water—may be 
Bangalored by nimbler domestic 
(Hyderabad, Chennai, Pune, even 
Kolkata) and international (Shan- 
ghai, Prague, Dublin) competitors. 
The issue has attracted interna- 
tional attention primarily because 
the city accounts for a third of 
India's software exports (in 2005- 
06, it exported software worth Rs 
37,600 crore); a lame and sick 
Bangalore, more than probably any 
other Indian city, can slow down 
India's overall growth story. 

But there's hope: a hundred 
days after taking office, Karnataka Chief Minister 
H.D. Kumaaraswaamy has come out with a concrete, 
if expensive (Rs 36,000 crore-plus), plan to revive 
Bangalore's crumbling infrastructure. His antidote for 
Bangalore's traffic woes (at least 2.4 million vehicles ply 
on its roads daily, the second highest in the country after 
Delhi): invest Rs 350 crore on a new traffic manage- 
ment system. On the anvil: dedicated bus lines, 
induction of 1,000 new Volvo buses into the city's bus 
fleet, creation of no-auto zones and better parking 
management. A non-existent public transport system has 
long been considered the bane of the city. Kumaar- 
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Chaos rules: But CM has a way out 


too, cannot be dismissed. There is another side to this 
debate. The government's decision to hold prices in 
check means oil marketing companies such as 10C, 
HPCL and BPCL are currently facing under-recoveries of 
Rs 72,000 crore. Any decision on pricing has to look at 
their interests as well. 

Squaring so many concentric circles will not be 
easy. Our take: let the government, the oil marketing 
companies and the consumers share the hit this time. 
But the Finance Ministry should, at the same time, come 
up with a multi-year time-bound formula for progres- 
sively lowering the taxes it levies on oil to near zero lev- 
els; the consequent revenue loss will have to be made 
good from other sources (like taxing farm income, 
for instance). An in-principle decision on this is sine qua 
non. Otherwise, an oil shock-induced economic down- 
turn cannot be ruled out as crude prices race towards 
$100 (Rs 4,500) per barrel. 


aswaamy's plan addresses this by 
increasing the numbers of buses, get- 

ting clearance for an underground 
rail transport system from the Centre 
(stalled earlier because of opposition 
from his father H.D. Deve Gowda), 
and green lighting a monorail sys- 
tem to act as a feeder to the Metro. 
The first stretch of the monorail sys- 
tem, in fact, should be ready within 
the next 15 months. 

To divert traffic from the central 
business district and improve its flow 
throughout the city, the plan envis- 
ages developing 400 kilometres of 
arterial ring roads and 262 kilometres 
of radial roads. The cost: Rs 6,000 
crore. More importantly, the plan 
also envisages setting up five satellite 
townships at a cost of Rs 30,000 

crore around Bangalore to decongest the city. 

The proposal, highly appreciable and long over- 
due, however, raises as many questions as it answers. 
How will the state government, which is facing a major 
resource crunch, fund this ambitious project? No forthr- 
ight answers have been forthcoming on this. There is also 
a massive question mark on the government's ability to 
implement such a mega project efficiently. Its track 
record, after all, does not inspire much confidence (wit- 
ness the airport road flyover, incomplete and rusting three 
years after work on it started). The way out: involve all 
stakeholders in the process from the outset. 8 
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Small Is Beautiful 


The retail investor has arrived. But the question 
is: has he also come of age? MAHESH NAYAK 
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The ‘in’ thing: Yes, the equity market is attracting more and more investors 


just an emerging trend. Says Alok Vajpeyi, Managing Director, 

Dawnay Day Av Financial: “The numbers are increasing by the day. 
Individuals, several of them from middle-class households, are entering 
the market directly, through mutual funds (MFs) and through portfolio 
management schemes (PMS)." Market intermediaries feel changing 
lifestyles and attitudes are responsible for this. And rising exposure 
levels mean more people are now aware that equities give superior 
returns over the long term. The decline of fixed deposits as a viable in- 
vestment option has also accelerated the trend. 

“Unlike in the past, professionals like doctors and lawyers do not con- 
sider investing in stocks to be at par with playing satta (gambling),” says 
Dinesh Thakker, Chairman & Managing Director, Angel Broking, a 
leading broking and research firm. Banks and other investment counsel- 
lors, too, urge investors to allocate higher amounts to equities. This is clearly 
reflected in the amount of money being mobilised by the equity schemes 
of various MEFs. Retail investors, for example, contributed Rs 700 crore out 
of Sundaram Rural India Fund’s corpus of Rs 1,220 crore. The average 
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The fortnight's burning question. 


CONGRESS PRESIDENT 
SONIA GANDHI HAS 
WRITTEN TO PRIME 
MINISTER MANMOHAN 
SINGH SAYING FTAs 
ARE HURTING THE 
INTERESTS OF INDIAN 
FARMERS. ARE THEY? 


No, but... S. Sivakumar, 

CEO, Agri Business, ITC Ltd 
As long as the government exer- 
cises discretion while preparing 
negative lists and quantitative 
restrictions, such agreements 
will not hurt the interests of 
Indian farmers. 


No. Rajiv Kumar, Director and 
CEO, ICRIER 

The interests of Indian farmers 
can be protected by having a neg- 
ative list of imports and by fine- 
tuning the tariff regime. Their int- 
erests are hurt more by the abs- 
ence of agricultural reforms and - 
the lack of agricultural infrastruc- 
ture. Any talk of limiting imports 
is more political than real. | 
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ticket size for retail investors: Rs 45,000; and the number of retail 
applications: 1.6 lakh. Interestingly, less than eight months ago, when 
Sundaram Capex Fund mopped up Rs 625 crore, the average 
ticket size for retail investors was Rs 70,000 across an investor base of 
55,000. This is a secular trend covering almost every new fund offer 
over the last six months. The clear indication: retail participation has 
increased. Says Rajesh Bhojani, President (Sales), uri AMC: “But 
investors have learnt from past experience and are not being greedy. 
The industry already has over one million systematic investment 
plan (SIP) accounts.” Implication: the retail investor has returned. 

Several retail investors have also invested in the primary market and 
some, with more money than the rest, have even entered the market 
through PMS. Securities and Exchange Board of India Chairman M. 
Damodaran also acknowledges this. “You just have to look at the pave- 
ments outside the Bombay Stock Exchange. They’re swarming with 
people selling IPO and NFO forms. This clearly shows that retail 
money is flowing into the market,” he says. 

Adds Thakker: “My estimate is that retail investors have pumped 


THE NUMBERS ARE GROWING 


in about Rs 17,500-18,000 crore into equities so far this year. Last year, 
the figure was around Rs 8,000 crore.” 

Rakesh Jhunjhunwala, CEO, Rare Enterprises, thinks the Great 
Indian Middle Class is playing catch-up with the West. “Local savings 
have just started flowing into equities. By 2010, retail investment in eq- 
uities could easily touch $40 billion (Rs 1,80,000 crore) a year,” he says. 
Today, retail money accounts for barely 2 per cent of total investments 
in equities compared to 10-20 per cent in developed markets like the 
Us. However, with retail participation slowly increasing in the equities 
market, experts feel that this will rise to 10 per cent by 2010. 

Empirical evidence from all over the world suggests that retail in- 
vestors are invariably the last to enter the market and get their fin- 
gers burnt in the process. Will history repeat itself? “If they adopt a 
disciplined and systematic approach to investing, they can still be win- 
ners,” says Thakker. That’s because analysts are confident that the 
Indian economy has entered a long-term growth phase which 
should keep the bulls in business for a few more years. Maybe, but 
if you’re retail investor, you’ll do well to tread with caution. 
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“We Will Offer Total 
Travel Solutions” 


HE ROAMING GNOME HAS PLANS 

for India. Travelocity, the 

world’s largest online travel 
solutions company, is setting up base in 
Mumbai. Its Asian subsidiary, the 
Singapore-based Zuji, will soon launch 
Travelocity's India site. Zuji CEO Scott 
Blume was in Delhi recently and spoke 
to Pallavi Srivastava of BT about his 
company’s plans for India. Excerpts: 


Why are you entering India now? 

We are here because of the growing 
number of internet users (in this country), 
the rising popularity of e-ticketing and e- 
booking and the phenomenal growth 
in both outbound and inbound travel. 
The numbers are quite substantial here. 


How is Travelocity different from other 
online travel portals in India? 

We will provide a 24-hour online 
booking service with immediate con- 
firmation and a ticket-delivery-at-door 
service. As a comprehensive travel 
solutions company, we do the research 
and present the customer with all the 
options available. Our research shows 
that no other online travel house works 
like this in India. 


What services will you offer? 

We will tie up with hotels and airlines 
and offer customers a comprehensive 
package of services covering the entire 
spectrum of travel solutions. We will 
also offer all modes of transport: rail, 
road, waterways and flights. 


Where do you see yourself in one year? 

I can’t talk about revenue growth, but 
we expect to have a base of 100,000 
users in one year. 


Www manoramoaoniune.« 


REAL MUNNAR 


VS 
MALAPPURAM UNITED 


The soccer season is on in Kerala. 


LA PAL. ส จ ล ด # เ พ ล ง ค ๒ 3 ส TTT eae lal E mein pate clanane ann thini ! 
With FIFA World Cup 2006 round the corner, football is what Kerala eats, sleeps and thinks 
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Nobody delivers Kerala better 
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Bye Bye Bangalore? 


Karnataka Chief Minister H.D. Kumaaraswaamy's decision to stop allotting land to IT 
companies in Bangalore may provide a fillip to rival centres such as Chennai and Hyderabad. 





THE RACE IS ON 





GIREESH G.V 


ARNATAKA CHIEF MINISTER H.D. KUMAARASWAAMY 

may well be throwing the baby out with the 

bath water. On May 2, he announced that r1 
companies will no longer be given land to build new 
campuses in and around Bangalore. The reason: lack of 
space and the city's crumbling infrastructure. This might 
just encourage IT companies to accelerate the process of 
looking at alternative locations. And Bangalore's south- 
ern rivals, Hyderabad and Chennai (see The Race Is On), 
are waiting for just such an opportunity. 

"Our facilities are at par with or better than those 
available in Bangalore or elsewhere in Karnataka," boasts 
a Tamil Nadu rr Ministry official. “Chennai has excellent 
housing facilities, very good schools and suffers no 
power cuts," says a senior executive at Cognizant 
Technologies, which has facilities in the city. Result: 
companies like Wipro, TCS and Satyam have recently set 
up large facilities there, and Accenture and Hexaware are 
planning to follow suit. “And Hyderabad is as competi- 
tive as Bangalore on most parameters; and its cost of liv- 
ing is much lower," says Srini Koppulu, Managing 
Director, Microsoft India Development Centre, which has 
chosen the city over Bangalore for its next centre. 


CITY EXPORTS GROWTH 
Bangalore 36,600 40 
Chennai 14.115 32 
Hyderabad 12,521 45 
Pune 9 100 48 
Mangalore 9/0 100 
Mysore 392 100 


Export figures are in Rs crore for the year 2005-06 
Growth figures are in per cent 


Source: Software Technology Parks of India 


Infosys, widely considered the gold standard of the 
Indian IT sector, seems to have given up on any fresh 
expansion plans at its headquarters. It is investing Rs 
1,250 crore on a 129-acre campus in Chennai that will 
eventually house 25,000 techies. Asked to comment on 
the state of Bangalore's infrastructure, its HR Head and 
former CFO Mohandas Pai says: “That’s not our problem, 
that’s the government’s responsibility.” 

Smaller towns in Karnataka may also emerge as 
rivals in future—Mangalore, Mysore and Hubli are the 
most likely challengers. Infosys employs 5,000 engineers 
at its Mangalore centre and has chosen Mysore for its 
Rs 617-crore, 315 acre training centre, which will be 
the largest such centre in Asia. “Costs in Mysore are a 
third of what they are in Bangalore, it has land aplenty 
and offers good infrastructure,” says an Infosys official. 
And the proposed Nandi Infrastructure Corridor will 
cut travel time between the city and Bangalore from 
nearly three hours to just 70 minutes. 

So, has the countdown started? Not quite. Bangalore 
is still the leading rr hotspot in India by several lengths. But 
it will be fair to say that from here on, it will be on notice. 

RAHUL SACHITANAND 


INTERNET USAGE: OP 10 COUNTHIES 


COUNTRY INTERNET USERS, 


LATEST DATA 


INTERNET 
PENETRATION 


% USERS 
OF WORLD 


| United States 20.1% 
10.9% 
8.4% 
9.0% 
1,99 59 48% 


ง vermany 46 / 21 


2 China 
i Japan 


COUNTRY INTERNET USERS, 


LATEST DATA 


INTERNET % USERS 
PENETRATION OF WORLD 


800.000 3.1% 
3.3% 
2.8% 
2.6% 
2.5% 


b United Kingdom — 3/ 


| South Korea 
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The figures above are taken from a study conducted by Computer Industry Almanac, the most widely accepted source for net usage in the world. Nasscom estimates the Indian online 


population at 44 million, comScore Networks, a US consultancy, recently said India has only 16.7 million net users, placing it at #10 in the global pecking order 
say experts, Obviously, someone forgot to tell comScore Networks that 


Indian online population accesses the internet through over 50,000 internet cafes 
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Food and Agribusiness at Rabo India Finance Strategic Advisory product, delivered by 
starts at grassroots. From farm to plate, we professionals is the customised offering 
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investment banking products to this sector. By migrating 108 years of knowledge from ou! 
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What: Steve Bucknor, ICC Elite Panel 
umpire, has accused TV companies of 
misusing technology to favour particular 
batsmen and teams. This, he says, por- 
trays umpires in poor light and, worry- 
ingly, creates mistrust between players 
and umpires 


How: According to Bucknor, mats (line 
graphics) that are used for LBW decisions 
are sometimes altered and balls that hit 
the bat and settle in fielders' hands 
sometimes disappear 


Can it be done: Difficult to say. Television 
companies say it would take at least an hour of special effects generation to tele- 
cast what Bucknor says was done. They argue that since replays are telecast 
within seconds of the live action, there is no time to indulge in any skullduggery. 
But producers do enjoy considerable discretion in deciding which images, from 
the 12-25 cameras, they want to place before the third umpire 


Now what: Obviously, Bucknor's allegations have stunned the cricketing 
world. Says former Indian wicket keeper Syed Kirmani. "Every decision is referred 
to the third umpire these days. Something has to be left to the human eye" 


Result: The slightest hint of foul play could blast open a potential can of worms 
KRISHNA GOPALAN 
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Musical revolution: Courtesy DadA 


DadA Music 
In India 


ADAISM IS A CULTURAL 
movement that began in 
Zurich during the First 


World War and reached its zenith 
during 1916-1920. It was a protest 
against the established cultural 
mores of that era and was charac- 
terised by cynicism, absurdity, 
irrationality and a rejection of aes- 
thetics. Over the following decades, 
its influence continued to be felt 
in modern art. In music, the Dada 
movement drew inspiration from 
Africa, signalling a rejection of the 
more regimented forms of music 
and a return to nature. 

Living Media India, which pub- 
lishes this magazine and owns 
Music Today, recently launched 
four music albums inspired by this 
movement under the DadA label— 
Internal Activities, Ambient Spaces 
Chapter O1, Sonic Vibrations 
Episode 01 and Psy-meditation 
Says Bollywood star Akshay Kumar, 
who released the albums at the 
historic Purana Qila in Delhi: "This 
music is so calm and soulful, it 
touches the heart." Adds Gurmeet 
singh, Business Director of the 
Music Division of India Today 
Group: "DadA music connotes a 
revolution in the field of musical art 
and brings forth the hidden treas- 
ures of music and melody." 

The label plans to release three 
to four albums every month at his- 
torical sites all over India, both in 
metros and in satellite towns. It 
proposes to launch over 30 com- 
pilations both in India and abroad 
during the current year. 

PALLAVI SRIVASTAVA 
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REALITY CHECK FOR PRE-PAID SUBSCRIBER BASE 

WHO ARF THESE CUSTOMERS? IF YOU ARE A PRE-PAID MOBILE 
d ` i phone subscriber, expect your 
Mob j Overly : os friendly telecom operator to 
T^ come knocking. The Depa- 
rtment of Telecommunications 
(DoT) has told mobile operators 
to verify the correctness of 
information provided by pre- 
paid subscribers within 14 
days of activating services. The 
operators have been given five months to verify existing pre-paid customers 
who make up more than 75 per cent of the country's 90 million-plus sub- 
scriber base. "This is part of an ongoing process of improving and installing 
effective checks and balances, the modalities of which will be finalised by the 

last week of this month," says Telecom Secretary J.S. Sarma. 
AMAN MALIK 
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NEW PLAN TO BOOST INBOUND TOURISM 
THE MINISTRY OF TOURISM HAS CHALKED OUT A MARKET-ORIENTED PLAN TO 
boost inbound tourism in the country. It has decided to court large travel 
operators like Kuoni and Le Passage who bring foreign tourists to India. The 
ministry will give them three-vear interest-free loans over and above the 
brochure support of $10,000 (Rs 4,50,000) it currently provides. Says 
Amitabh Kant, Joint Secretary, Ministry of Tourism: “The interest-free 
loans will be given to tour operators who will double their inbound traffic in 
the next three years, by when, the loan will also be repayable.” He declines to 
quantify the loan amount each operator will receive or even the aggregate 
amount his department has set aside for the purpose. “The exact amounts 
disbursed will vary from operator-to-operator and will also depend on the 
kind of response we get,” he adds. 

SHALEEN AGRAWAL 


SEBI WANTS MF DISTRIBUTORS TO BE REGULATED 
THE SECURITIES AND EXCHANGE BOARD OF INDIA (SEBI) IS PLANNING TO 
regulate and control mutual fund distributors. Says M. Damodaran, 
Chairman, SEBI: “Traditionally, distribution, which is a very important 
part of the mutual funds value chain, has not been the focus of regulation. 
But we will do it after studying how it is done elsewhere. We think the 
Association of Mutual Funds In India is best suited to act as a Self 
Regulatory Authority, but it is not keen on assuming this additional 
responsibility. So we will have to see how it can be done.” Recently SEBI 
prescribed guidelines for amortisation of new fund offering (NFO) expenses 
such that long-term investors aren't punished. SEBI now wants to ensure 
that investors are offered mutual funds products that are best suited to 
their (investors) interests and not the ones which offer maximum returns 
to distributors. 

MAHESH NAYAK 
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A bird's eye view of what's hot and what's 


not on the government's policy radar. 


FTAS TO BE MORE 
BALANCED 


PRIME MINISTER MANMOHAN SINGH'S 
ambitious plans for Free Trade 
Agreements with the ASEAN 
and Sri Lanka have run into 
rough weather. All future pacts— 
yes, they will not be junked 
altogether—will have sops for 
the agricultural sector. Sources 
say the government will now 
have to balance economic logic 
and its political fallout a little 
more delicately. 

SHALINI S. DAGAR 








Chidambaram: Hiring big time 


I-T DEPARTMENT TO 
HIRE PEOPLE 


HERE'S SOME BAD NEWS IF YOU'RE A 
high spender. The Finance 
Ministry is planning to recruit 
10,000 employees to sift 
through the data on "extrava- 
gant spenders" being collected 
via Annual Information Retums. 
The new employees will be 
drawn from other government 
departments which have sur- 
plus manpower. They will be 
trained for six months at a cost 
of Rs 100 crore. Nobody in the 
ministry has yet objected to this 
rather extravagant way of going 
about the job. 

SHALEEN AGRAWAL 
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— “Retirement 
Start planning today with 


Can you imagine what things are going to cost 20-30 years from today? A holiday like this could 
cost you Rs. 9 lacs in the years to come. Scary thought isn't it? Scarier still that you will probably 
be retired at that time. But being retired doesn't mean you have to compromise your lifestyle 
We're here to tell you, life doesn't have to be that way. Not with our range of Retirement Solutions 
that will help you counter the rising cost of living in your non-working years. So go ahead and 


choose from: 


A range of pension policies that cater to your every need 


Choice of 4 funds that will grow your retirement kitty 


Various annuity options so you can decide how to receive your pension, for life 


And get tax benefits upto an investment of Rs. 1 lakh u/s 80C” 


Do call us right away for a retirement plan that works while you're working and continues to work 


even after you retire from your work. | 
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We cover you. At every step in life. 
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Mumbai : 98925 77766, Rest of Maharashatra : 98904 47766, Delhi : 98181 77766, Andhra Pradesh : 98495 77766, Kamataka : 98455 77766, Chenna! : 98408 77766 
© Kerala : 98954 77766, Gujarat : 98982 77766, Kolkata : 98313 77766, U.P(E) : 99352 77766, U.P(W) : 98973 07766 or call your advisor 
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ISRO's Nair: Reviving an old friendship 


OR INDIA'S SPACE PROGRAMME, IT WAS A SWEET 
can. The recent agreement signed between 
the National Aeronautics and Space Administration 
(NASA) and the Indian Space Research Organisation 
(ISRO) on carrying scientific instruments aboard India's 
moon mission Chandrayaan | signals India's arrival in 
the global space market. It also marks the revival of an 
old relationship—the first rocket launched by ISRO 
on November 21, 1963 was an Apache rocket supplied 
by the US—that had cooled off because of India's per- 
ceived tilt towards the Soviet Union. 

Credit for this revival must go to 62-year-old 
Gopalan Madhavan Nair, Chairman of ISRO and 
Secretary, Department of Space, Government of India. 
"The collaboration is the result of a dialogue we have 
been having with NASA for the past two years," he says, 
modestly underplaying his own role in the negotiations. 

People who know him say he is dogged, persistent 
and result-oriented, Unlike some of his flamboyant 
predecessors like U.R. Rao and K. Kasturirangan, 
Nair was not seen as a natural claimant to the 
Chairman's post. That was because he spent most of 
his career with ISRO working at the Vikram Sarabhai 
Space Centre in Kerala. He played a maior role in the 
development of India's first satellite launch vehicle, SLV- 
3, and headed the team that developed the Polar 
Satellite launch Vehicle. But the fact that he spe- 
cialised in rockets was seen as a handicap. That is be- 
cause the top position at ISRO has traditionally gone 
to satellite specialists. Nair is now focusing on apply- 
ing Space technology to grassroots-level development. 
And he has eight successful missions under his belt 
since he took over in September 3003, among them 
INSAT-3E, RESOURCESAT-1, CARTOSAT-1 and 
EDUSAT. He will be hoping that Chandrayaan | will be 
an equally resounding success. 

VENKATESHA BABU 
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rs 1.4 lakh crore: Total value of applications 
received for the Reliance Petroleum IPO. This is the 
highest for any greenfield project anywhere in the 
world and five times the annual FDI received by India 


JUL: The number of people (out of the 5 lakh 
candidates registered) who got jobs in the last five 
years through the government employment exchanges 
in Delhi. The placements were made at a cost of 

Rs 20 crore, i.e., each placement cost the 
government Rs 2.3 lakh 


1 y 05 ): The number of aircraft sold by European 
giant Airbus last year (2005) 


"m # 


D 29 JÖ billion: India’s total annual retail sales. 
Around 12 million shopkeepers account for 97 per 
cent of the country’s retail sales. 


CR 
i 


230.9 million (Rs 440.7 crore): A four- -year 
(plus) shirt deal signed by football giants Manchester 
United with insurer American International Group 
(AIG). This is UK's biggest shirt sponsorship deal 


/C per cent: The surge in Brazil's bilateral trade 
with India over the past two years 


4 : The number of Indian students 
CY e ph เท US universities 


34 (Rs 60,35,445): The amount 
a a Stay- -at- home miter in the US would earn annually 
if paid for all her work. This is similar to what a top ad 
executive, a marketing director or a judge earns, acc- 
ording to a study by compensation experts Sa/ary.com 


million: The estimated number of Indians, includ- 
ing corporate travellers, who went overseas in 2005 


9 per cent: The benchmark interest rate set by the 
US Federal Reserve, a rise of 25 basis points. This is 
the 16th straight quarter it has raised interest rates, 

which are now at their highest level since 2001 


^U million: Number of copies of 
The Da Vinci Code sold since its 
release in March 2003. The novel, 
which earned author Dan Brown 
£250 million (Rs 1,950 crore), has 
been made into a feature film at a 
cost of $57 million (Rs 256.5 crore) 











We are the No. 1 Europeamairine in India. Along with 
our new partner SWISS enjoy@n enhanced 
worldwide network. Starting 25 March 2006, we 
offer a choice of 49 flights from Delhi, Mumbai, 
Bangalore, Chennai and Hyderabad to our three 
European hubs at Frankfurt, Muniefpand Zurich. Take 
quick connections to anywhere in the world. Fly 
soonest to enjoy the warmth of togetherness 
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The United States The US-China 
generics market is beckoning drug majors Currency war continues. US Treasury Secretary John 
and how. Estimates show $20 billion worth Snow says the Bush administration is extremely 
of drugs are slated to go off-patent over dissatisfied with the slow pace at which China is 
the next 20 months. Of the tota! Abbreviated adopting a more flexible currency regime. Beijing 
New Drug Applications (ANDAs) filed so has brushed aside US concerns, and made it clear 
far, the United States accounts for 78 per that it will stick to its reform plans despite complaints 
cent, India 21 per cent, and Europe 1 per that it is moving too slowly in letting the yuan rise 
cent. Seven of every 10 DMFs or Drug against the dollar. US' nudging, to bolster the 
Master Files, required to sell bulk drugs dollar, may not stop with China, and may have 
in the US, are Indian. implications for other nations as well. 


| Indonesia and 
Iran have signed a deal to develop an oil 
refinery in Java worth up to $5 billion to 
be fed largely by Iranian crude and 
targeted at China and other Asian 
Countries, with Muslim-majority 
populations. The proposed 300,000- 
barrel-per-day refinery will start 
production in 2010. 


Forces Shaping What single factor contributes most to the accelerating pace of change? 
The Global Innovation in products, services, business models Uber tr Sa ea pa 24 
Business 


x Greater ease of obtaining information, 17 
Environment developing knowledge Wl € HEU cer 
Executives around the OTT 12 


world see innovation and 


etree flow nf Reduction in trade barriers บ fhe enc 5 11 


information as the Expanded access to talent and labour pools MES. Uae ll 


primary drivers of an 
accelerating pace of Rate of technological change wl 
change in the global Ti L 
business environment. 

Rising consumer awareness and activism me 5 


Figures are proportion of respondents in per cent 


source: McKinsey survey 






















| : The Asian Development Bank is worried that 
5 the avian flu could wipe out $300 billion of the gross output 
of the Asian economies. The bank's other concern is the 
rising oil bill. ADB estimates that if the benchmark Brent 
crude oil prices rise by $10 from current levels, they could 
shave off 0.6% of developing Asia's GDP. “It will knock off 
1% of China's output, 1.1% of India’s GDP and as much 
as 1.8% from Thailand's GDP” according to ADB's Chief 
Economist Ifzal Ali. The bigger risk to Asian markets is the 
growing US deficit. A falling dollar and increasing 

ist sentiments in the EU and US could derail the 
global, including Asian, economy. 


What contributes most to the competitive intensity in your industry? 
improved capabilities of competitors 
0 pP., better knowledge or better talent) Eri pi 4l [7 | 
More low-cost competitors Cte 
More competitors ED Ss 13 
Growing size of competitors S 10 


Growing number of innovative market 
entrants Lb ri 3 


Regulatory changes (e.g, market or uM E 
industry deregulation, trade apri 


i} , 


Rising consumer awareness and activism ^ 9 


Growing number of attractive and on 4 
accessible markets 








“I wish I wasn’t. There’s nothing good 
that comes out of that. You only get more 
visibility as a result of it” 

Microsoft ¢ hairman, to CNBC, on being the rici 


the world. 


“I have never understood what being a strategic 
buyer means—a strategic buyer 1s someone 
who pays too much” 

in BusinessWeek 


“Bollywood is very fashionable in the West as 
this um... discovery. People in the West rathe: 
ludicrously think that they have discovered 
Bollyw ood” 


“Yes, I am a millionaire—a millionaire who 
can afford nothing at all. Zimbabweans ar« 
all millionaires today” 


j ahs , hh , » ^de s p oso d 
1 cab driver in Harare, (the wriciai rate 1 matot 


1,000 per cent), in The Times 


*We follow a simple philosophy: Pizza Hut 
is an international brand, but it has an 


Indian heart” 
MD. Yum Brands, in Business Week 


*Oil has become an economic risk for us.. 

If the demand for oil goes up in India or 
China, it affects the price of gasoline in the 
United States. Oil comes from unstable parts 
of the world. So I’m absolutely serious 
about getting off of oil" 


i น ; 
US f resident m an inteniiew to 4 Germa 


*You can't address the global market 
unless you address India" 


" 
Founder of Webaroo and veteran Silicor 


entrepreneur, in BusinessWeek 


*Portfolios are like good dinners. You don't 
want to order the wine till you know what 
the food is" 


oce , iy , ^Y 
President of investment firm Gerstein bist 
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NAMED: Aaj Tak, 
as the most trusted 
news source in 
India, in a sur- 
vey of 25 me- 
dia brands conducted for 
BBC-Reuters by C-Voter/Globescan. 
The poll was conducted in Brazil, 
Egypt, Germany, Great Britain, 
Indonesia, Nigeria, Russia, South 
Korea, the US and India. 


GRANTED: MTNL, an STD licence. 
This means it will be able to carry 
its own calls on its own network with- 
out having to depend on BSNL as is the 
case now. More importantly, it will 
carry the STD traffic between Delhi 
and Mumbai, the country's biggest 
telecom markets, where it already 
operates as a local call service provider. 


FINED: Uttar Pradesh Power 
Corporation Ltd (UPPCL) for drawing 
excess electricity and putting the entire 
regional grid into jeopardy. The Central 
Electricity Regulatory Commission 
(CERC) has asked UPPCL to cough up 
Rs 1 lakh for its indisciplined move 
even when the frequency was below 
the threshold level of 49 hertz. 


WON: By Indian diamond traders in 
Antwerp, Belgium, five out of six 
elected seats on the 1 1-member board 





of Diamond High Council (HRD), end- 
ing decades of under-representation. 
Thus, Indian expatriates have gained 
significant control over the world's 
largest trade in uncut diamonds. 


FUNDED: A Chair in real estate and 
urban studies, at the Indian School of 
Business, Hyderabad. The grant of 
$550,000, spread over a period of 
five years, will come from the 
Hyderabad-based Indu Group. 


ENTERED: Indian 
Space Research 
Organisation (ISRO), 
into an agreement 
with US space 
agency NASA to 
send two scientific 
instruments on 
ซะ ม board of Cha- 

ndrayaan-l, India's 
first unmanned moon mission sch- 
eduled for 2008. 


RANKED: India at # 29 in global 
competitiveness, an impressive rise in 
10 notches from the previous year, 
by International Institute of Man- 
agement Development (IMD). The 
report compared 61 national and 
regional economies. US was ranked 
as the most competitive nation, while 
China rose 12 spots to 19 from 31. 


INDIA'S MOST VALUABLE COMPANIES 


May 11, 2006 


Company Name Market cap (Rs cr) 


^ , (J 
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May 11, 2004 


Company Name Market cap (Rs cr) 





FILMI BOOST 











HAT'S COMMON TO RANG DE 
Wiese Malamaal Wee- 
kly and Taxi No. 9211, 


apart from these being the three top 
Bollywood grossers of 2006? Answer: 
these films were shot exclusively in 
India. The unintended consequence: 
it has boosted the fortunes of the 
domestic tourism industry. How? 

"Tourists are willing to spend 
lots of money visiting places where a 
hit movie has been filmed," says 
Rajesh Mudgill, Member, Association 
of Domestic Tour Operators of India 
(ADTOI), the apex body of such travel 
operators. Adds Sunil Sikka, 
Marketing Head, WelcomHeritage, 
which manages Shimla's Woodville 
Palace, where Sanjay Leela Bhansali's 
Black was shot: "Occupancy levels at 
the hotel have improved by 15 per 
cent since the movie was released. 
And there are also many tourists 
who want to tour the place, even if 
they can't stay there." 

According to ADTOI, inter-state 
tourism in the country is growing 
18-20 per cent per annum. The 
absolute number: 330 million. Raj- 
asthan, Himachal Pradesh, Goa and 
Leh-Ladakh are the most popular 
destinations. "Films have driven 
tourism the world over. We've 
boosted tourism in other countries; 
it's high time our own country ben- 
efited from this trend," says film- 
maker Rakesh Roshan. 

PALLAVI SRIVASTAVA 





sun Microsystems has countless printers, but 
only one output management services provider. Xerox. 
by trusting our expertise they're free to focus on theirs. 
There's a new way to look at it. 


XEROX. 


Technology Document Management | Consulting Services | 
xerox.com/india 


) ASK XEROX, CALL1800 180 12250r390 12 000' 


( Please prefix the local city code when dialing from a mobile phone) 


Corporate Office: 20th Floor, DLF Square, Jacaranda Marg, M Block, DLF City, Phase II, Gurgaon 122 002 (Haryana) India 
Email: digital.solutions«xerox.com 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Beginning July 2005, Business Today began publishing a monthly listing \ 
of India Inc.'s biggest deals. Our partner: Global professional services 
firm Ernst & Young. Here are the deals that were struck in April 2006. 


Deal Particulars: An affiliate of Kohlberg Kravis Roberts & Co (KKR), one of the largest private 
equity firms in the world, has agreed to buy Flextronics Software Systems for $900 million from the 
Singapore-based Flextronics International, the world’s largest contract electronics manufacturer. This 
is the largest buyout deal in India, and marks KKR's first purchase in this country. Flextronics will re- 


DE ALTRAC KER tain a 15 per cent stake in the business. 





FLEXTRONICS Impact Analysis: Flextronics has decided to divest its software business to focus on its core 
Software Systems business of contract manufacturing of electronics hardware. Flextronics is expected to generate about 
$1 billion in cash by divesting its software, network services and semiconductor businesses. The com- 

DEAL OF THE MONTH pany might use the proceeds to support the growth of its other operations, such as design, 


manufacturing components and logistics. 





























TARGET ACQUIRER INDUSTRY DEAL VALUE STAKE 
(Rs crore) 

Flextronics Software System Kohlberg Kravis Robens &Co — — || 7 Acguisition — 40392 — 85% 
Reliance Petroleum Chevron 1 0 แล ก ฝ Gas Investment 1 350 . 5% 
BALCO — . gSteditelndusties — — — — | Metals Acquisition — 1099 — 1 49% 
Motilal Oswal Financial Services New Vernon Private Equity and Financial Services Investment — 125 9.29% 
Nemera International Company, Teledata Informatics Ltd IT Acquisition Undisclosed 100% 
Thailand | | 

A Consulting Team, USA Helios & Matheson Information IT Acquisition 39.2 43% 
Firepro Systems _ American International Group — — IT Investment — 672 Undisclosed 
Datacons — ^ — 1 ก 8 ) — Acquisition 40 10% 
CST Ltd Vallourec, France Metals 7 Acquisition Undisclosed — 75% 
Dalmia Cement pAcisPuvateEquy Cement — — Inestment — 11205 — — — 1175 
Sharekhan — _General Atlantic Partners Financial Services — — Investment — 144 ง. 1596 
L&T-Infrastructure Development Silver Peak Investments (Mauritius) Infrastructure Investment 550 22.6% 
Projects Ltd and a consortium led by IDFC 

Private Equity | ว j 

Geometric Software Solutions ICICI Venture VES. MeL Investment ^ 45.5 .. 6389 
Elixir Chemicals. PI and icals Pharmaceuticals Acquisition 7 100% 
Maxwell Industries Reliance Capital Partners Textiles Investment 45 14.55% 
Trident Sugars Ltd Rajshree Sugars and Chemicals Sugar Acquisition 62 100% 
VTR Pic, UK Prime Focus Ltd Media Acquisition 36 — — 55% 
Sahara One Media Aircel Televentures Meda . Investment 120 14.58% 
Azure Solutions, UK Subex Systems IT Acquisition 628 100% 
CTP Gills Cables, UK _Suprajit Engineering Ltd Manufacturing ๐ / Acquisition — 25 100% 


Deal Watch includes only M&As, private equity and brand sale transactions 
N.A.: Not available 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company 
announcements and other secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. F 
Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 
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EMERGING MARKETS BECKON GLOBAL CAR 


In India and China, fewer than 10 of every 1,000 people of driving-age 
Market forecasts suggest an Indian growth rate of about 10-12 per ce 
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Ringing Up 
The Gains 








By listing his export- 
oriented refinery project 
on the markets, Mukesh 
Ambani's group market 
capitalisation rockets into 
the Rs 2 lakh crore region. 
KRISHNA GOPALAN 


HE REBIRTH OF RELIANCI 
Petroleum Ltd (RPL) it 
was in many ways. Last 
fortnight, when 
Mukesh Ambani listed 
his export-oriented refinery project 
at Jamnagar on the exchanges, under 
the banner of RPL—a public issue 
from the Reliance stable after 14 
years—there was a strong scent ol 





nostalgia at Jeejeebhoy Towers, the 
headquarters of The Stock Exchange, 
Mumbai (BSE, once known as the 
Bombay Stock Exchange). For, 1992 
was the first time RPL stormed the 
capital markets with a public issue 
priced at Rs 60 (this was at Rs 60 per 
rOFCD— Triple Option Fully 
Convertible Debenture). The project 
at that time of course was a nine 
million tonne refinery at Jamnagar. 
Today, the capacity is 30 million 
tonnes and it will be doubled to 60 
million tonnes by 2009-10. Over 
the years, RPL was merged into flag- 
ship Reliance Industries Ltd (RIL), at 
a 1:11 ratio, and subscribers to the 
RPL shares became RIL shareholders. 

It’s too early to say whether his- 
tory will eventually repeat itself, but 
the way the RPL stock opened at list- 
ing would have RIL investors lick- 
ing their chops in anticipation of a 
merger with the flagship some time 


down the line. The Rs 27.000 crore 


en 


509? Flagship RIL's market = 


160,000 - cap has doubled over 
10.00 the past year... 


120,000 May 12°05 
100000 75.110.08 


80,000 


60,000 


project itself is expected to come on 
stream only by end-2008. The 
stock, though, is already on fire, 
opening on listing day at Rs 101.95, 
translating into a gargantuan 70 
per cent premium over the offer 
price of Rs 60. The RPL scrip ended 
the day lower, at Rs 85.45, even 
as the broader market stumbled by 
177 points. At a stroke, the 
Reliance group’s market cap moves 
into the Rs 2 lakh crore bracket, 
with RPL contributing nearly Rs 
40,000 crore. Chairman Mukesh 
Ambani, for his part, is richer by a 
cool Rs 12,451 crore based on his 
32.38 per cent stake, through the 
direct and indirect route, in RPL 
(based on the market capitalisation 
of Rs 38,452.5 crore at the end of 
listing day). 

Ambani would be even richer 
if you consider the movement of 
the RIL stock in tandem with RPL 
(RIL has a 75 per cent stake in RPL). 
Since last May, the RIL price has 
doubled, and in seven trading ses- 
sions between April 12 and 21, the 
stock had raced a little over 20 per 
cent to Rs 1,000, and subsequently 
hit a high of Rs 1,195, a day before 
the listing of RPL. Overall, Mukesh 
Ambani’s primary four listed com- 
panies—RIL, RPL, IPCL and Reliance 
Industrial Infrastructure—at the end 
of trading on May 11 had a total 
market capitalisation of Rs 
2,01,225.31 crore. 

“It is a historic day given that it 
is the first iPO from Reliance in the 
last 14 years," said a beaming RIL 
chairman Mukesh Ambani to the 
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gathering at the BSE moments before 
RPL's shares were set to be traded. 
The investor response was over- 
whelming—an oversubscription to 
the extent of 53 times, generating a 
total amount of Rs 1.43 lakh crore. 
So, what is RPL all about? The 
export focus comes at a time when 
there are not too many refineries 


GG My father maintained 
that what was good for 
India was good for 
Reliance. Today, | think 
what is good for 
India is good for the 
rest of the world. 99 


Mukesh Ambani, Chairman, RPL 


coming up anywhere in the world. 
Chevron’s decision to acquire a five 
per cent stake in RPL for $300 mil- 
lion (Rs 1,350 crore) also means 
that both Chevron and RPL will be in 
a position to capitalise on mutual 
expertise. “It is important to look at 
RPL a little differently. It will be 
able to process any type of crude 
and is also producing petroleum 
products for the future," points out 
Jitender Balakrishnan, Deputy 
Managing Director, IDBI Bank. The 
most important part is that two 
per cent of all global crude oil will 
be refined in Jamnagar. “This 
clearly reflects India’s ability to 
seize the global opportunity. More 


— - 
— 


Wie ante bi 


..and RPL adds another 
Rs 38,000 crore to the 
group's valuations 





importantly, it only strengthens 
Reliance’s presence in the global 
energy space,” stated Ambani. 

Ambani, for his part, knows 
what it takes to set up a refinery— 
and on time. After all, he was closely 
involved in the rollout of the 
Jamnagar refinery in the late 90s, 
with his late father. “My father saw 
Reliance as a vehicle for growth. 
He always maintained that what 
was good for India was good for 
Reliance. Today, I think what is 
good for India is good for the rest of 
the world,” said Ambani at the list- 
ing ceremony. And that’s probably 
why US energy major Chevron 
thought it sensible to buy into RPL— 
at the same price at which shares 
were offered in the primary market. 
For Chevron—and those who 
received allotments—the invest- 
ment may well be one to lock away. 
For, as Arun Kejriwal, Director of 
the Mumbai-based KRIS Securities, 
points out: *That two per cent of 
global crude is being refined in Jam- 
nagar is significant." ipBi's Balak- 
rishnan explains that South and 
South East Asia will be the manu- 
facturing hubs of the world which 
explains where the action will be 
taking place. “For the investor, a 
3-5 year perspective is required," 
he adds. On listing day, there were 
quite a few of them who dumped 
the stock at Rs 100 to make a quick 
killing, but over the days ahead 
there will doubtless be a queue of 
investors waiting to buy in at lower 
prices. Dalal Street's liaison with 
the Reliance group endures. 8 
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Hardware 


Even after divesting its PC business to Lenovo, IBM 
India gets more than a third of its revenues from its 
hardware business. VENKATESHA BABU 


VEN AS IBM IN INDIA—AND THE 

entire IT services sector for 

that matter—hits the head- 
lines for its focus on the exports 
front, a boom has been silently 
under way in the domestic market. 
Led by growth in sectors ranging 
from telecom and BFSI (banking, 
financial services and insurance) to 
old economy industries like manu- 
facturing and retail, the domestic 
Indian market has been witnessing 
an unprecedented upswing. This 
has meant that demand for IT hard- 
ware like servers and storage is see- 
ing exponential growth. Today the 
servers and storage business brings 
IBM revenues of close to $200 mil- 
lion (Rs 900 crore), which is a little 
more than a third of its overall rev- 
enues of $550 million (Rs 2,475 
crore) from the Indian market (not 
including its global services busi- 
ness which is worth another $550 
million). Says Shankar Annaswamy, 
Managing Director, IBM India: *An 
integrated approach of services, 
software, consulting and hardware 
form an important component of 
our offerings, as we continue to 
lead in the marketplace." 

Servers are basically workhorses 
that form the backbone of any net- 
work and which are capable of han- 
dling huge amounts of data at one 
go. According to market tracker 
IDC, the overall Indian server market 
grew last year by an impressive 29 
per cent to touch $500 million (Rs 
2,250 crore) in 2005. In the last 
five years, the market has doubled in 
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size. Alok Ohrie, Director, Systems 
and Technology Group, IBM India, 
says: “Growth has been coming 
from across sectors. For instance, in 
mobile telecommunications the 
country has been adding three mil- 
lion customers a month. This has 
meant demand from cellular service 
providers for servers that can handle 
such workloads.” Adds K.P. 
Unnikrishnan, Marketing Director, 
Sun Microsystems India: “When 
several thousand customers of, say, 
Citibank log on to the web to trans- 
act, the backend should be able to 
handle it. Citibank uses Sun’s 
servers which help it to address 
customer needs.” This growth has 
meant a huge opportunity. 
Especially for the three multina- 
tional players who dominate the 
Indian hardware market for servers 
and storage: IBM, Sun and HP. 
The server market is further 
divided into various categories de- 
pending on the price point and the 
operating system used. Based on 
the platform, servers can be cate- 
gorised into Wintel, Unix, Linux 
and Mainframes. The entry level 
Intel server market (also called the 
x86 market based on the architec- 
ture) is the largest with revenues 
of $285 million (Rs 1,283 crore) of 
the total $500 million. Next is the 
Unix market with revenues of $186 
million (Rs 837 crore). It is this 
market that is seeing a dog fight. 
The Unix market has been a tradi- 
tional preserve of Sun (which pio- 
neered this segment) but for the 
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(6( Services, software, 
consulting and hardware 
form an important 
component of our 
offerings 3) 

Shankar Annaswamy, MD, IBM India 


first time in the last quarter IBM has 
emerged as the market leader in 
this segment too. Ohrie of IBM nat- 
urally is elated. *We are not only the 
overall market leaders but also 
leader in the crucial Unix market. 
While the overall market grew by 
29 per cent, IBM has grown by 40 
per cent," he points out. 

Unnikrishnan of Sun is dismis- 
sive of Ohrie's claim. “While it is 
true that they did emerge as the 
leaders in the last quarter of calen- 
dar year 2005, it is primarily 
because of three deals which swung 
in their favour. Sun is back in the 
game and we are confident of being 
the leaders again," he says. 

Ohrie hits back by saying it is 
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IBM IS THE LEADER 
IN THE OVERALL SERVER 
MARKET... 


Figures are factory revenues in $ millon 


not a one off-lead as IBM has been 
gaining market share for the last 
eight successive quarters. IBM's server 
business did not always present such 
a rosy picture. In fact, till it was 
reorganised over the last three years, 
the business was considered an 
alphabetical soup (with names like x, 
p, i and z range of servers) which 
ended up confusing customers. “We 
have streamlined the business. We 
have focussed on the SMB (small 
and medium size business) segment 
which has paid us rich dividends as 
we help them to climb up the lad- 
der right from the entry level 
servers. Called the Very Focused 
Business model internally, success of 
IBM India has meant that it is now 
being copied by other parts of IBM, 
globally,” says Ohrie. 


The Storage Story 

While the servers have been han- 
dling the increasing workloads, the 
large amount of data being gener- 
ated needs to be stored for future 
use and data mining so as to un- 
derstand customers better. The 
growth of a large volume of data 
has meant an increase in demand for 
storage media, be it low-end tape li- 
braries, disk drives and top-end 
storage area networks. For instance, 
the insurance industry needs to store 
information regarding policies sold, 
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IBM's Alok Ohrie: Focussing on SMBs 


which can be accessed anywhere, 
anytime. Or imagine if your nearest 
retail superstore can offer discounts 
on the products you regularly buy, 
it can increase customer loyalty. 
This it can do, if it mines your data, 
and to do so it needs to store it. 
IDC says the Indian storage mar- 
ket witnessed a 44 per cent growth 
rate in 2005 over the previous year 
to touch $160 million (Rs 720 
crore). This is one of the highest 
growth rates for storage media 
across the world, though admit- 
tedly on a small base. External disk 
storage was the biggest chunk of 
this with revenues of $126 million 
of the overall $160 million. BM has 
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seen huge growth in this market. 
From being # 5 last year (behind 
HP, Sun, EMC, and Network 
Appliances) it has zoomed to the 
second spot just behind Hp. Ohrie 
says: "While the overall external 
disk storage market grew by 52 per 
cent last year, IBM grew by 157 per 
cent. We see further momentum 
going ahead. Our value proposi- 
tion lies in our ability to provide 
integrated end-to-end solutions bet- 
ter than any of our competitors." 
When IBM divested its PC busi- 
ness to Lenovo (which used to bring 
in revenues of $180 million or Rs 
810 crore in the Indian market), 
there were fears that this would 
have an impact on its server and 
storage market shares as PC (both 
desktops and notebooks for the 
enterprise segment) generally used 
to provide the entry point to a cus- 
tomer. Ohrie says: “These fears 
clearly have been proven to be unf- 
ounded. While we continue to 
work with Lenovo wherever there 
is a business case for making an 
integrated offering, it is clear that 
having emerged leaders in servers 
and storage, STG can hold its own.” 
IBM’s strategy for leadership is 
known as 4S, revolving around 
Services, Software, Servers and 
Storage. The last two planks of that 
strategy are clearly delivering. 8 
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Trouble In Jharkhand 
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To woo Mittal Steel, the Jharkhand government showcased its famous Chiria mines. 
Problem: SAIL already owns rights to the mines. RITWIK MUKHERJEE 


HE PROBLEM BEGAN ALMOST 

soon after the chopper flew 

off. In September last year, 
Jharkhand Chief Minister, Arjun 
Munda, took L.N. Mittal, Chairman 
and CEO of the world’s biggest steel 
company, Mittal Steel, on a guided 
aerial tour of the iron ore-rich 
Chiria mines. Munda was wooing 
Mittal to set up a steel plant in the 
state. Mittal was impressed with 
what he saw and heard. The Chiria 
mines, with estimated reserves of 
2.5 billion tonnes of iron ore, aren't 
just the largest in Asia, but also have 
the highest iron content of 65 per 
cent. So, within six weeks, Mittal 
signed an MoU with the state gov- 
ernment to set up a 12-million- 
tonne per annum steel factory at a 
likely investment of $9.3 billion 
(Rs 41,850 crore). 

But after Mittal left for his 
London headquarters, the Steel 
Authority of India Ltd. (SAIL) moved 
the state high court, challenging 
the government's right to offer lease 
on the Chiria mines, where its erst- 
while subsidiary (now merged with 
SAIL) IISCO (Iron & Steel Co. Ltd.) 
has lessee rights. The state govern- 
ment, however, says that IISCO's 
rights expired way back in 1979 
and since then the company has 
only had “deemed lessee rights” 
over the mines. More importantly, 
the state says, IISCO/SAIL has been 
drawing a fraction—0.79 million 
tonnes every year—of the reserves. 
As a compromise, the state is even 
willing to allow IISCO a limit of 10 
million tonnes per annum, but 
wants the rights to revert to the 
state. SAIL refused to comment, stat- 
ing that the case is sub judice, but 
the state Industry Secretary S.K. 
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Mittal: Not too worried 


PROMISES MADE 


พ 10,000-12,000 acre land 











m Water sources with a capacity 
of 200 million cubic metre 
per annum 


m Railway tracks up to proposed 
plant site 


m Power grid connectivity 


m Lease rights for Chiria mines 


w Five different sites shortlisted 


พ Mittal Steel is examining the 
availability of water at each 
of the sites 


m Railway tracks are there 


m Mittal Steel is examining 
sufficient power connectivity 
at the sites 


m Lease rights for Chiria 
mines locked in legal battle. 
State ready to offer 
alternative mines 


DELIVERED 


Satapathy says: *Our stand is quite 
clear. We are not against SAIL taking 
out whatever is its requirement, but 
let us utilise the rest. That will serve 
our purpose." 

The court will, of course, exa- 
mine the case from a legal stand- 
point, but politics could play a role 
too. Munda belongs to the Bhar- 
atiya Janata Party (BJP), which is a 
rival of the Congress-led UPA (United 
Progressive Alliance) government 
in the Centre. SAIL is owned by the 
central government. However, 
Mittal Steel says the project is on 
track. “We are having continuous 
dialogues with the state govern- 
ment over the project site as well as 
the mining site. But irrespective of 
that, the project is moving in the 
right direction," says Sanak Mishra, 
CEO, Mittal Steel India. He refused 
to talk in detail about the case. 

As Mishra indicates, linked to 
the mines is another issue for Mittal 
Steel. That of the plant site. 
According to Satapathy, the state 
government has offered the steel 
giant five different site options, and 
Mittal Steel has promised to decide 
on one by June 15. *What we are 
looking at is a site of 10,000-12,000 
acre land with water availability of 
200 million cubic metre (MCM) per 
annum, railway track and power 
grid connectivity," says Sanjib Sen 
Gupta, General Manager (Corporate 
Affairs), Mittal Steel, Jharkhand. 
The fact that Mittal Steel has 
already roped in an engineering 
consulting firm to start planning 
for the project indicates that the 
company, which is grappling with a 
far stickier issue in Europe (read: 
Arcelor), thinks this is just another 
day at work. 8 
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Another Battle Of Wills 


Analjit Singh is confident of an out-of-court settlement with his nephews over his father’s 
will. But brother Manjit Singh’s claims cannot be wished away. ARCHNA SHUKLA 


A SANA 


/ 





In the middle of a storm: (From left) An 


ILL THE BROUHAHA IN THE 
media over Bhai Mohan 
Singh's will end in an 
anti-climax? Analjit Singh, Chairman 
of Max India and youngest son of 
Bhai Mohan Singh, claims he is 
close to reaching an out-of-court 
settlement with his nephews, 
Malvinder (CEO and MD, Ranbaxy 
Laboratories) and Shivinder Singh 
(MD, Fortis Healthcare), sons of his 
elder brother, late Parvinder Singh. 
He also dismisses his second brother 
Bhai Manjit Singh’s allegations 
regarding the authenticity of the 
will saying: “These are baseless 
allegations and don’t deserve any 
comment.” The will, incidentally, 
leaves nothing to Manjit Singh. 
The dispute with his nephews, 
who get Rs 5 lakh each under the 
will, involves 24 lakh Ranbaxy 
shares, that, Analjit Singh claims, be- 
long to the Bhai Mohan Singh 
Foundation (BMSF), which runs four 
trusts that promote philanthropy 
and spirituality. According to Analjit 
Singh’s camp, Bhai Mohan Singh 
continued to own these shares even 
after he handed over control of 
Ranbaxy to his eldest son as part of 
a family settlement in 1989, 
Parvinder Singh's family also claims 
ownership over these shares, worth 


44 BUSINESS TODAY JUNE 4 2006 


AS 


aljit Singh, Manjit Singh, Shivinder and Malvinder Singh 





about Rs 118 crore, on the basis of 
an arbitration award by E.A.S. 
Venkataramaiah, retired Chief 
Justice of India (Cj) in mid-nineties. 
“The cjr had ruled in favour of 
Parvinder Singh's family and his 
award is now final and binding 
upon the parties," says a lawyer 
representing Malvinder and Shi- 
vinder Singh. But, Analjit Singh, 
who is Chairman of BMSF, is confi- 
dent that the matter will be settled 
amicably. *They (Malvinder and 
Shivinder) seem agreeable to an 
out-of-court settlement," he says. 
This claim, however, couldn't be 
independently confirmed. Analjit 
Singh plans to file the probate some 
time this week. The brothers, mean- 
while, have filed a caveat to ensure 
that they are given notice of the 
probate application. 

Bhai Manjit Singh, meanwhile, 
has challenged the very authenticity 
of the will. He claims to have 
another registered will, duly signed 
by both his parents in 2003, whose 


contents are different from the one. 


produced by Analjit Singh. He has 
reportedly claimed a stake in the 
assets that belonged to his parents, 
which include shares in 31 listed 
and unlisted companies, their 2.9 
acre house on Delhi's prime 


AP 


| 


Aurangzeb Road (worth at least Rs 
150 crore), other immovable prop- 
erties in Mumbai and Chandigarh 
and jewellery and other valuables 
owned by his mother. Says Analjit: 
“My father's new will supersedes 
the old one.” According to him, 
the will he has was duly signed and 
registered in the presence of three of 
his father’s confidantes—Dr Prem 
Sobti, a leading physician, Vipin 
Malik, former RBI Director, and Dr 
Sandip Budhiraja, his personal 
physician. “The entire proceedings 
were photographed and recorded in 
the presence of the sub-registrar of 
Delhi," he adds. Lawyers, however, 
say this will can still be challenged 
on two grounds: “The first ground: 
Bhai Mohan Singh was not of sound 
mind at the time of signing the will; 
and the second: he was under 
undue external influence," says a 
leading Delhi-based lawyer. 

Thus, even if Analjit Singh 
arrives at a settlement with his 
nephews, Manjit Singh, whose 
companies are before the Board for 
Industrial & Financial Reconstruc- 
tion, is unlikely to give up without 
a fight. And testamentary suits typ- 
ically drag on for decades. So, this is 
another family feud that's unlikely 
to end in a hurry. 8 
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Reforms Are Dead; 
Long Live Reforms 


The Congress or its allies have come to power in elections to four states and a 
Union Territory. So, why does everyone have a mixed feeling about the future of 
reforms? RAHUL SACHITANAND, RITWIK MUKHERJEE AND NITYA VARADARAJAN 


ey TAMIL NADU 


| M. Karunanidhi/ DMK/ CM 


- POPULATION: 62.41 million 


INVESTMENTS OVER PAST DECADE: 
Rs 1,54,105 crore 

FDI TO DATE: Over $3 billion 
— POWER (SURPLUS/DEFICIT): + 1,930 MW 
UNEMPLOYMENT: 12.05 per cent 
WINNER: The Dravida Munnettra Kazhagam 
_ (DMK)-led Democratic Progressive Alliance 
IMPACT ON REFORMS AT STATE-LEVEL: Positive: 
Neither the AIADMK government that was 
voted out, nor DPA have ever had any 
ideological issue with reforms 
IMPACT ON REFORMS AT CENTRAL-LEVEL: 
Positive; DMK's demands will likely have 
to do with ministerial portfolios (it currently 
has 13 ministers in the United Progressive 
Alliance or UPA government) 


HE CONGRESS WOULD 
like everyone to think 
that results of recent 
elections in four states 
and one Union Territ- 
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WEST BENGAL 


Buddhadeb Bhattacharjee/ CPI(M)/ CM 





POPULATION: 80.18 million 


STATE DOMESTIC PRODUCT: Rs 94,500 crore 
PER CAPITA INCOME: Rs 12,671 


INVESTMENTS OVER PAST DECADE: 
Rs 26,680 crore 


FDI TO DATE: $1.73 billion 
POWER (SURPLUS/DEFICIT): +800 MW 


UNEMPLOYMENT: 8.3 per cent 


WINNER: CPI(M), Left Front 
IMPACT ON REFORMS AT STATE-LEVEL: Positive; 


the results are, at one level, a vindication of 


Bhattacharjee's industry-friendly and 
reforms-oriented policies 


IMPACT ON REFORMS AT CENTRAL-LEVEL: 


Mixed; the Left Front will likely exert influ- 
ence to get UPA to stick to the Left-oriented . 
Common Minimum Programme (CMP); UPA 


will point to CPI(M)'s reform-oriented app- 
roach and the impact thereof i in West Bengal 


Source: Websites of respective state governments; news reports and BT estimates 


ory signal a victory for its policies 
and the governance of its United 
Progressive Alliance (UPA) govern- 
ment at the Centre. After all, its 
allies, DMK in Tamil Nadu and the 


| KERALA 


| V.S. Achuthanandan/ LOF/ CM 





POPULATION: 31.84 million 
STATE DOMESTIC PRODUCT. 
Rs 78,933.13 crore 


PER CAPITA INCOME: Rs 24,053 


- INVESTMENTS OVER PAST DECADE: N.A. 


FDI TO DATE: $2 billion 


- POWER (SURPLUS/DEFICIT): +137 MW 


UNEMPLOYMENT: 20 per cent 
WINNER: Left Democratic Front (LDF) 
IMPACT ON REFORMS AT STATE-LEVEL: 
Negative; the new Chief Minister has, 
in the past, expressed reservations 
over several projects 


_ IMPACT ON REFORMS AT CENTRAL-LEVEL: 


Negative; the Left Front's calls for 
UPA to stick to CMP will likely 
become more strident 


N.A:: Not available 


Left parties in Kerala and West 
Bengal, have won in three states, 
and the Congress itself has returned 
to power in Assam and Pondicherry. 
If victory is all about denying your 





competitors, then the Congress 
had indeed won. However, fact 
is, the Congress has lost power in 
Kerala, only just managed to cling 
on in Assam and seen its perform- 
ance in West Bengal deteriorate 
(it has made some gains in Tamil 
Nadu). At a political level, that 
could well mean India has taken 


Tarun Gogoi/ Congress/ CM 


POPULATION: 26.66 million 

STATE DOMESTIC PRODUCT: Rs 35,431.42 crore 
PER CAPITA INCOME: Rs 7,335 
INVESTMENTS OVER PAST DECADE: Rs 997 crore 
FDI TO DATE: $ 0.33 billion 

POWER (SURPLUS/DEFICIT): -40 MW 
UNEMPLOYMENT: 12 per cent 

WINNER: Congress 

IMPACT ON REFORMS AT STATE-LEVEL: Neutral 
IMPACT ON REFORMS AT CENTRAL-LEVEL: Neutral 


THREE SCENARIOS 





another step towards making 
national parties less relevant. With 
the economy on a roll, however, 
and the world beginning to 
recognise India as an economic 





power in the making, the crucial 
question is this: what happens to 
reforms? 

Prakash Karat, General 
Secretary, CPI(M), is quite clear what 
does (or rather, doesn’t). “We will 
now be more interventionist at the 
Centre,” he says. “We will actually 
play the role of the UPA government’s 


PONDICHERRY 


N. Rangasamy/ Congress/ CM 





POPULATION: 0.97 million 

STATE DOMESTIC PRODUCT: Rs 5,209 crore 

PER CAPITA INCOME: Rs 50,936 

INVESTMENTS OVER PAST DECADE: N.A. 

FDI TO DATE: N.A. 

POWER (SURPLUS/DEFICIT): N.A. 
UNEMPLOYMENT: 18 per cent 

WINNER: Congress 

IMPACT ON REFORMS AT STATE-LEVEL: Neutral 
IMPACT ON REFORMS AT CENTRAL-LEVEL- Neutral 


Its showing in West Bengal and Kerala encourages the Left parties to 
curb the United Progressive Alliance (UPA)'s appetite for reforms 


UPA decides to call the bluff of the Left parties (after all, there is no 
alternative to the Congress at the Centre) and press ahead with reforms 


Nothing changes. UPA continues to vacillate on reforms. And the Left 
parties continue with their “..., or else” articulations 


conscience.” That would mean that 


UPA sticks to the spirit and letter of 


the Common Minimum Pro- 
gramme (CMP), a guideline for gov- 
ernance that it co-authored with 


the assistance of the communist 
parties in 2004. And that would 
mean that the remaining period of 
UPA’s reign sees even fewer reforms 
than the first 24 months have. If 
there is hope for UPA (and for 
reforms), it comes from the fact 
that the gains of the Left parties in 
Kerala will be offset to some extent 
by internal differences (as has been 
evident in the run-up to naming a 
Chief Minister), and from the fact 
that at least some see the industry- 
friendly Buddhadeb Bhattacharjee as 
the new face of the Left. “Buddha 
will now play a more important 
role in national politics,” says vet- 
eran communist leader Jyoti Basu, 
former CM of West Bengal. The 
man himself is more cautious about 
his role, maintaining that he will 
“stand by whatever is good for the 
state”. In most cases, that would 
be reforms, although Kerala’s LDF 
(Left Democratic Front) govern- 
ment will surely disagree: clear- 
ances issued to three key projects, 
the Smart City technology park in 
Kochi, the Vallapardam Container 
Terminal and the container trans- 
shipment terminal at Vizhinjam will 
probably be revisited by it. 

Still, UPA (and people who are in 
favour of reforms) can take heart 
from the fact that results to the 
elections do not indicate the emer- 
gence of a third, ideologically- 
opposed-to-reforms, front that 
could position itself as an alternative 
to the Congress and the Bharatiya 


Janata Party (BJP) in the next general 


elections. DMK, for instance, is not 
opposed to reforms, although sev- 
eral of its electoral promises border 
on fiscal adventurism. That would 
mean that UPA can, if it so desires, 
push ahead with reforms and dare 
the Left parties to withdraw support 
to the government. Chances are, 
such a situation won't come to 
pass. With elections to several more 
states due in early 2007, it is likely 
that the Congress and UPA will de- 
cide to play it safe. 8 
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Curbing The Dragon? 


Chinese telecom giant Huawei wants to make India its global R&D hub. 
The government is reluctant to even allow it to manufacture. VENKATESHA BABU 


of $8.2 billion (Rs 36,500 

crore) and a post-tax profits 
of $600 million (Rs 2,670 crore) 
for 2005, Huawei, the Chinese 
telecom giant, attracts a lot of att- 
ention and scrutiny in India. Fu 
Jun, its energetic global spokesman, 
says he fails to understand the rat- 
ionale behind the extra scrutiny. 
“We are a private company owned 
by employees. We operate in more 
than 100 countries across the 
world. Nearly 60 per cent of our 


F OR A COMPANY WITH REVENUES 





revenues come from international 
markets. More than 7,000 of our 
40,000 workforce is non-Chinese. 
Our telecom products and solu- 
tions are used by more than 300 
operators worldwide including 28 
of the top 50. We just happen to 
be an international company head- 
quartered in China.” 

If only the Indian government 
and even some of its competitors 
saw it that way. 

Huawei has had a presence in 
the Indian market since 2001 and 
today employs 1,200 people in the 
country. Fu Jun points out that in the 
last three years, Huawei has already 
sold $300 million (Rs 1,350 crore) 
worth of equipment to operators 
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including Tata Teleservices, Reliance, 
Spice, MTNL and BSNL. “India is an 
extremely important market for 
Huawei. Given that we are one of the 
few players that can offer every- 
thing right from soft switches, to 2G, 
3G and even unified networks, we 
see great potential here,” says Jun. 
George Huang, the coo of 
Huawei’s India operations, says the 
company has already pumped $100 
million (Rs 450 crore) into its R&D 
centre and is investing an additional 
$40 million (Rs 180 crore) in the 





(6( India is an 


extremely important 


market. We hope 


the Indian govern- 


ment provides us 


with the necessary 
clearances 37 


Fu Jun/ Global Spokesperson 


next 12 months. Yet, it's difficult to 
ignore the mistakes Huawei has 
made in the Indian marketplace. 
It aggressively bid for a 3 million 
CDMA lines project of BSNL along 
with local partner HFCL and then 
failed to deliver, leading to litigation 
and the eventual scrapping of the 
entire order. Fu Jun admits to the 
mistake. “It is a part of the learning 
curve in any new market. The les- 
son we learnt from this episode is 
that we need to be very careful in 
future while bidding for large gov- 
ernment tenders and also need to 
choose local partners after extensive 
due diligence." 

Now with another huge BSNL 
tender in the offing (45-60 million 


lines with equipment worth $4.5 
billion or Rs 20,250 crore up for 
grabs) Huawei is girding up its loins 
to take on competition from the 
likes of Ericsson, Nortel and Nokia. 
It is believed to have dumped HFCL 
and is said to be looking to partner 
with Motorola. Fu Jun, however, 
says: “Huawei is a responsible com- 
pany and our top priority is to 
meet the customer's demand. We 
are looking forward to the new 
bid, and we have 2G/3G and even 
unified network. We respect HFCL 
as a partner but the GSM tender 
requires another partner with 
different capabilities." 

However, one of the perquisites 
in the tender is that the supplier 
needs to have a manufacturing base 
in India. This is where Huawei has 
run against a wall. Its application to 
set up a manufacturing facility with 
an investment of $100 million is 
hanging fire since March 2005 with 
the Foreign Investment Promotion 
Board. “We hope the Indian gov- 
ernment provides us with the nec- 
essary clearances. Huawei respects 
local laws wherever we operate," 
says a perplexed Jun. 

An industry veteran says com- 
petitors might be deliberately stok- 
ing the government's fears of a 
Chinese telecom company equip- 
ment running crucial mobile serv- 
ices, as Huawei is seen as a price 
warrior. “For some of the MNCs 
Huawei is an irritant as BSNL could 
use its quote as a benchmark to 
bargain." Jun at least seems gung-ho 
on the Indian market prospects. 
"We will even expand the head- 
count here to 2,000 by December 
2007. India is a very important 
market for us." And a pretty frus- 
trating one too. 8 
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' BILT To Last 


Gautam Thapar, who will succeed Lalit Mohan next month as Chairman of India's 
largest paper maker, plans to double his group's size in five years. ARCHNA SHUKLA 


GAUTAM THAPAR'S EMPIRE 


TURNOVER 


f, Ht "Er 


COMPANY | BUSINESS 
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HE ANNOUNCEMENT HAD 

none of the drama that has 

surrounded some recent suc- 
cessions in India Inc. In many ways, 
it was a foregone conclusion. 
Gautam Thapar had turned group 
flagships BILT and Crompton 
Greaves around; so who better than 
him to succeed uncle L.M. Thapar 
who retires next month? “The two 
companies were in a financial mess 
when I took charge,” the younger 
Thapar recalls. “And the manage- 
ments were confused about how to 
Y get out of the mess." 
| In 1997, BILT’s production cap- 
acity was 90,000 tonnes. Today, 
it produces over 560,000 tonnes 
of pulp and paper per annum," 
says Joint Managing Director R.R. 
Vederah. BILT, the undisputed 
leader of the Indian paper industry, 
is adding another 300,000 tonnes 
per annum of capacity at a cost of 
Rs 1,200 crore and is also betting 
big on new segments like tissues 
and hygiene products. “We hope to 
corner a 25 per cent share of this Rs 
1,200-crore market over the next 2- 
3 years," says Vederah. Crompton 
Greaves, meanwhile, is growing at 


NET PROFITS 


2005-06 


TURNOVER 
TARGET 
FOR 2010* 


20 per cent CAGR and is expected to 
post a turnover of Rs 4,500 crore 
this fiscal; of this, Pauwels, which it 
acquired last year, is expected to 
contribute Rs 2,500 crore. 
Thapar is now charting new 
strategies for growth. “Our 
turnover from all businesses is 
about Rs 9,000 crore (see Gautam 
Thapar’s Empire). My goal is to 
double this to Rs 18,000 crore 
over the next four years," he says. 
Thapar is most excited about the 
foods sector. *Today, Global Green 
(his foods company) ships around 
27,000 tonnes of processed veg- 
etables—gherkins, jalapeno pep- 
per, haricot bean and onions— 
from three plants in Andhra 
Pradesh and Karnataka to the us, 
Australia, Russia and Europe," he 
says. It's not yet a big business—it 
is expected to post a turnover of Rs 
120 crore in 2005-06—but Thapar 
expects it to become a $1-billion 
(Rs 4,500 crore) venture within 
four to five years. On the anvil: 
the acquisition of a European foods 
company that is likely to add Rs 
500 crore to its top line next year. 
Thapar's logic for entering new 


VIVAN MEHRA 


BILT’s Gautam Thapar 


sectors: high growth potential and a 
conscious diversification away from 
manufacturing. “We will never get 
into any business that grows at less 
than 30 per cent,” he says. 

Meanwhile, Solaris Chemtech 
and BILT Tech, the chemicals and 
power generation divisions that 
were hived off from BILT, are also 
growing. Solaris Chemtech, one 
of the leading manufacturers of 
chemicals like bromine and phos- 
phoric acid in the country, is not a 
big company, but Thapar says he 
will retain it “as it is a high margin 
business and because bromine, a 
key input for oil refineries and 
pharma companies, will never lose 
its relevance.” He is also bullish 
about BILT Tech and its construc- 
tion projects based on fly-ash (a 
by-product in its core power gen- 
eration business). “It will soon 
start earning carbon credits and 
will make a substantial contribu- 
tion to revenues,” he says. 

So what's his business philoso- 
phy? Says Thapar: “I pride myself 
on the value I created for my fam- 
ily and shareholders in every 
business I have entered." 8 
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. Investing Rs 780 crore in 





Ideas From The Old School 


Why has IDFC paid Rs 150 crore for a 23 per cent in a Manipal group company? That 


it’s India's largest healthcare provider may be the reason. 


HE แจ 720 CRORE MANIPAL 
education and Medical 
Group (MEMG), which as the 


name suggests, is mainly into the 
perennial sunrise sectors of profes- 
sional education and healthcare, is 
on an expansion spree. Under 
Manipal Health Systems (MHS), a 
part of the group but which is in- 
dependently run, the group cur- 
rently has 11 hospitals, 12 clinics, 
nine primary healthcare centers and 
55 community health programmes. 
MHS has a total bed strength of 
5,000, around 1,700 consultant 
doctors and 5,000 employees, 
which makes it, according to Dr 
Ranjan Pai, CEO of MEMG, “the 
largest healthcare provider in India 
under single ownership." The heal- 
thcare business is believed to have 
contributed Rs 260 crore to the 
group's revenues in 2005-06 with 
the rest coming from education. 
Now MHS, which primarily runs 
its hospitals in Bangalore, 
Mangalore, Manipal, Udupi, and 
Karkala (all in southern Karnataka), 
is looking at acquiring a national 
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WA greenfield hospital i in Delhi 


m Believed to be negotiating to buy either 
.. the Hiranandani hospital in Powai or the 
 Singhania's Rajawadi hospital in the 


. western region - 


i = Looking to buy a mid-size hospital 


in Malaysia 


= Upgrading in Goa, acquiring in 
Vijayawada, and launching a 
new hospital in Devanahalli 
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^. MEMG's Ranjan Pai: 
New Prescription 


footprint. Dr Pai points out that the 
Manipal Group has an impressive 
pedigree, having started India’s first 
private medical college and hospital, 
the Kasturaba Medical College, way 
back in 1953. “Healthcare today 
constitutes over 5.2 per cent of GDP 
and is likely to grow further. While 
we were always known for the qual- 
ity of care provided in southern 
parts of India, the increasing health- 
care needs across the country pro- 
vides us an opportunity and now 
we are looking at becoming a pan 
India player," adds Dr Pai. 

As a part of this exercise, MHS is 
setting up a greenfield project in 
Delhi, the land for which has 
already been identified. In Mumbai, 
it is believed to be talking to the 
Hiranandani hospital located in 
Powai and the Rajawadi hospital 
owned by the Singhania family. 
While Dr Pai refused to comment 
on either acquisition— "Yes, we are 
looking at opportunities in Delhi 
and Mumbai but we won't be able 
to comment till a deal closes," is 
what he says—it is believed that 







VENKATESHA BABU 


the acquisition of the Rajawadi hos- 
pital is more likely because of the 
higher price being sought by the 
Hiranandanis. MHS' exisiting 40- 
bed cancer hospital in Goa is being 
upgraded to a super-speciality hos- 
pital and another 100 beds are being 
added to it. In Vijayawada, it has 
clinched a deal to acquire a 500-bed 
hospital earlier called Soumya 
Apollo (a franchisee of Apollo) on a 
30-year lease. In its southern strong- 
hold, MHS is launching a 300-bed 
hospital at Devanahalli where the 
new Bangalore international air- 
port project is coming up. 

The group which already runs a 
medical college in Mealaka, 
Malaysia (every fourth doctor in 
Malaysia is an alum of Manipal, 
boasts Dr Pai), is looking at buying 
out a midsize hospital and due dili- 
gence is being done currently. This 
would help Manipal to get an 
international footprint. 

With medical tourism increasing 
to India, the Manipal Group, says Dr 
Pai, is geared up to take advantage of 
this. It is also believed to be examining 
setting up a stand-alone pharmacy 
retail chain as well as retail outlets 
that will be attached to its clinics in 
other places across India. 

The expansion spree calls for 
investments. Dr Pai says: “We 
expect to invest Rs 780 crore in 
the next five years.” This he 
hopes to do mainly through in- 
ternal accruals and partly by di- 
luting equity. IDFC is already be- 
lieved to have picked up a 23 
per cent stake in MHS for Rs 150 
crore, though the group refused 
to confirm this. Such an invest- 
ment would mean MHS is valued 
at roughly Rs 650 crore—not 
bad for a company just beginning 
to develop a national footprint. ไพ 
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| Capital 
has proven itself as an expert partner, in Markets 
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Finding The Sweet Spot 


Sugar is sweeter on its own, at least for EID Parry which has over the years exited 
from businesses ranging from fertiliser to sanitaryware. NITYA VARADARAJAN 


wy 


ศั ด 


*RsCrore — **Rs 2 face value 





AKE A BIT OF SUGAR, ADD SOME 

fertiliser to it, bring in some 

sanitaryware for some rea- 
son, and trade on the side—and 
you have a royal mess. That's what 
the management of the south-based 
Murugappa group company, FID 
Parry, realised it was staring at 
when it stepped back to take a look 
at its business portfolio at the turn 
of the century. As A. Vellayan, Vice 
Chairman, EID Parry, puts it: *The 
investor was confused in 2000 
about the identity of the company. 
Also, alliance partners were not 
ready to team up if we were a 
conglomerate. That's when 
we felt the need for focussed 
management." 

Indeed, the manage- 
ment's decision to 
put all its might 
behind the sugar 
business, and to 
divest the rest, 
has worked 
wonders for 
FID Parry. And 
that's reflected 
in the imp- 
roved numbers 
over the past 
three years, which 
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culminated in a recent 225 per 
cent dividend (see The Fruits Of 
Focus). “Each business needed a 
different type of attention and one 
head of EID Parry couldn't be ex- 
pected to focus on commodities 
and an FMCG type of product at 
the same time," adds Vellayan. 
EID Parry's decision to focus on 
sugar couldn't have been better 
timed. Sugar prices have been in- 
creasing globally from $230 (Rs 
10,350) to $440 (Rs 19,800) per 
tonne in the last couple of months, 
and analysts don't rule out a 
$500-plus price in the near 
future. With 6 million 
tonnes coming out of the 
European Union at sub- 
sidised rates of $230 a 
tonne now out of 
the picture, dem- 
and for sugar has 
gone up. Add to 
this the regional 
deficiency aro- 
und India at 
another 2-3 
million ton- 
nes, sugar 
players in India 
can rejoice and 
increase capacities. 
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EID Parry (which had received Rs 
270 crore by hiving off the 
Parryware division, Rs 46.5 crore 
from a stake sale in Parry 
Confectionery to Lotte, and another 
Rs 44 crore by disposing of non- 
core assets) is now investing Rs 850 
crore in sugar. Rs 220 crore will 
go into expansion of factories and 
improving efficiencies, Rs 450 crore 
into cogeneration, and Rs 180 crore 
into distilleries for production of 
ethanol, Its business model takes 
into account integrated sugar plants 
as a de-risking initiative. Thus con- 
tribution of sugar to revenue will 
drop from current levels of 80 per 
cent to 50 per cent in 30 months. 
"For us one stick of sugar cane is 
not just sugar," says Ram Babu, 
Managing Director, EID Parry. “It is 
also molasses, ethanol, co-genera- 
tion". All its plants are being ex- 
panded to incorporate expanded 
distillery capacity and co-genera- 
tion where it is not available. With 
sugar prices likely to move further 
northwards, ethanol becoming a part 
additive to petrol (and ruling almost 
equally in price), and profits from the 
cogeneration taking care of all 
expenses, FID Parry seems to have 
finally found its sweet spot. 8a 


EID Parry's Vellayan: Switching strategies 


TARGET / A reason with you... 


IIT-JEE | The solution with us. 


If you are at any stage of educational span from Class IX to XII 
and looking forward to get into IITs... 


=) Embrace the Bouquet of variety of Courses for IIT-JEE 


1 : Can afford staying in KOTA for REASON 2 ; Have completed schooling REASON 3 ; Can't afford staying in KOTA for 
full year along with schooling (Class XI &or (Class XI & XII) and intend to come to KOTA to full year & want to do schooling (Class XI/XII) 
XII) and intend to come to KOTA for full join either short-term or yearlong classroom in your own city but looking forward to short- 
length classroom coaching. coaching as Repeater. term classroom coaching in KOTA. 


a Es Resonance Yearlong SOLUTION: Resonance Short-term & SOLUTION: Resonance Short-term 
lassroom Coaching Programmes (YCCPs) Yeariong Classroom Coaching Programmes. Classroom Coaching Programmes (SCCPs) 


VIKAAS & VISHESH & VICHITRA 
VIPUL VIJAY (FoR X TO XI MOVING) 


Target - IIT-JEE 2008 
(FOR X TO XI MOVING) (For XII APPEARED/PASSED) ๒ ๐ ล บ e 

Target - IIT-JEE 2008 Target - IIT-JEE 2007 

Duration: 39 & 36 Weeks Duration: 43 & 35 Weeks 








1st Summer: 12 Weeks 2nd Summer:12 Weeks 
(XI-Syllabus of IIT-JEE) (XIl-Syflabus of IIT-JEE) 
03.04.2006 to 24.06.2006 02.04.2007 to 23.06.2007 


VIDWAAN 


(FoR XII APPEARING/PASSED) 
Target : IIT-JEE 2007 
Duration: Weeklong 
Concept Development Programmes 


Entire IIT-JEE Syllabus is divided into 12 Modules in each 
subject offering topic wise choices according to individual's 
need and competence & that too twice in ส year 


VIJETA & VIVEK 
(For XII APPEARING/PASSED) 
VIS HWAAS Target : IIT-JEE 2007 
(For XI TO XII MOVING) Duration: 14 Weeks 


Target : IIT-JEE 2007 Short-term Compact Course 
Duration: 36 & 38 Weeks From 04.12.2006 to 10.03.2007 





REASON 4 : Living in any part of India but neither want to do schooling ( (Class XI & XII) in KOTA nor interested in staying in KOTA for Short- 
term/ Yearlong classroom coaching. However, looking forward to join a correspondence course while staying at home. 
SOLUTION : Resonance Distance Learning Programmes (DLPs) 


VISTAAR VIKALP VIVIDH 


(DISTANCE LEARNING COURSE) (ALL INDIA TEST SERIES) (RANK BOOSTER/REVISION PACKAGE) 


(For IX, X, XI, XII, XII PASSED) (FOR IX, X, XI, XII, XII PASSED) (FOR X, XII, XII PASSED) 
Target: IIT-JEE 2007-10 Target: IIT-JEE 2007-10 Target: IIT-JEE 2007409 





REASON 5 :Living in any part of the world, tech savvy, REASON 6 :Intend to do schooling (Class IX & X) in KOTA and develop a solid 


Computer Friendly & surfing for IIT-JEE foundation for miscellaneous competitive examinations like NTSE, 
help line on world wide web. Engineering & Medical Entrances etc. with special focus on IIT-JEE 

SOLUTION :Resonance Online Learning Programmes SOLUTION :Resonance Pre-foundation Classroom Coaching Programmes 
Through Website www.resonance,ac.in (PCCPs). 
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(For Vill TO IX MOVING) 
Duration : 40 Weeks 
Target - IIT-JEE 2010 


VIGYAAN 


(For IX TO X MOVING) 
Duration : 40 Weeks 
Target - IIT-JEE 2009 


e-VIDYA 


(ONLINE LEARNING COURSE) 
(For IX, X, XI, XII, XII PASSED) 
Target - IIT-JEE 2007-10 






Admission Process for Academic Session 2006-07 is in progress. 
To know more about us & various courses; send DD of Rs. 100/- in favour of 'Resonance' to get Demo-CD & Mini-Prospectus by post . 
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Head Office : J-2. Jawahar Nagar Main Road, KOTA (Raj.)-324 005 Ph. : 0744-3291927, 3297127, 2437144 Fax : 0744-5121888 
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The depositories, which store shares of over 90 lakh investors in 


demat form, may need an overhaul. ANAND ADHIKARI 


LMOST RS 30,00,000 CRORE 

at last count—that’s the value 

of demat shares in the cus- 
tody of the country’s two deposi- 
tories, the Central Depository 
Services Ltd (CDSL) and the National 
Securities Depository (NSDL). NSDL is 
larger by far, home to a little over 
76 lakh accounts (CDSL has some 
17.34 lakh accounts that are home 
to shares worth some Rs 2,35,000 
crore). In its recent interim order on 
the IPO (initial public offering) scam 
involving fictitious demat accounts, 
the Securities & Exchange Board 
of India (SEBI) has slammed the 
depositories for failing to exercise 
control on their depository partici- 
pants (DPs, which function like bank 
accounts), for making a mockery 
of the DP inspection process and 
for inadequate bye-laws for internal 
monitoring and control. 

How does that make you feel if 
you're an investor whose portfolio 
is (safely?) stored in paperless form 
at one of the depositories? NSDL in 
particular has its hands full, and 
not just with demat shares. It is 
also putting in place a nationwide 
tax information network (TAN) for 
the Income Tax Department. Also, 
in association with NASSCOM, NSDL 
will create a National Skills 
Registry, which will store back- 
ground information of tr profes- 
sionals. The depository is also cre- 
ating a market participants and 
investors database (MAPIN), a cen- 
tral database that will help avoid 
scams that Roopalben and com- 
pany excelled at. 

Retail investors have two ques- 
tions to worry about. One, in the 
wake of SEBI’s doubts over the 
depositories’ governance, is NSDL 
good enough to take on jobs of 
such scale without compromising 
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Storing shares is just one of its tasks. 

JOB AT HAND WHAT IT INVOLVES 
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AND SEBI HAS LITTLE FAITH m THE DEPOSITORIES 





พ Failed to exercise oversight over their Depository Participants ( DPs) — 
m Perodical inspections of DPs appear to be a cosmetic exercise 





พ Inspection under regulations done by DPs are treated as visits 
พ They helped financiers in the IPO scam by creating a 


correspondence field in the de 


investor interest? And two, is 
MAPIN, which involves biometric 
fingerprinting (which is the rea- 
son why it was initially opposed), 
really necessary? C.B. Bhave, 
Managing Director, NSDL, says 
there is an urgent need for hav- 
ing a unique identification system 
in the market. Depository account 
holders will also have to produce 
their permanent account number 
(PAN) latest by September to be 
eligible to operate their demat 
accounts. SEBI has made PAN com- 
pulsory for all categories of demat 
account holders with effect from 
April 1, 2005. 

Market observers wonder how 
many small investors possess a PAN. 
Says Sushil Muhnot, MD, IDBP 
Capital Market Services Ltd: “It’s a 


positorysystem —— s 
พ Inadequate bye laws for internal monitoring. and control en 
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good measure, but there may be 
apprehensions in the investor's mind 
on the implication of applying for a 
PAN card." As for MAPIN, Prithvi 
Haldea, MD, Prime Database, and a 
member of the MAPIN committee, 
says MAPIN should be reintroduced 
without biometric fingerprinting. 
“Investors are not criminals. Just 
because few investors have taken 
the system for a ride, everybody 
cannot be punished." 

For the time being, though, with 
the regulator suspending many DPs 
from opening fresh accounts and 
banning a few from operating 
existing ones (although Karvy has 
got a stay on SEBI's order from the 
courts), investors can't be blamed 
for asking the question: Are my 
shares safe with the depositories? m 
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SURVIVING A 
VOLATILE 








Nearly 500 points down at opening, 900 points shaved off in a week... yet 
the Great Indian Bull Run surges on. But such near-term volatility calls for 
caution, even as it throws up buying opportunities for the long term. 


MAHESH NAYAK 


AY 11, 3 P.M. VENUE: MITTAL COURT, IST 
Floor, the Chairman’s office at the 
headquarters of the Securities & 
Exchange Board of India. M. 
Damodaran, the articulate, no-nonsense 
head of the market regulatory body, is 
in his room, with a weighty tome, the 
SEBI Manual—“it’s my bible,” quips 
the Chairman—occupying pride of place on an oth- 
erwise uncluttered desk. Two TV sets flashing two dif- 
ferent business channels keep Damodaran posted on the 
movement of stock prices and indices. The Sensex at 3 
p.m. is down by a little under 100 points. 
Damodaran is in a garrulous mood, shedding 





light on a range of topics. Just one of them is the 
recent bouts of intra-day volatility on the markets. 
“Interim volatility is something that nobody is com- 
fortable with. I think we have had more volatility in 
the Indian market in the recent past than in some 
other markets.” Damodaran might well have been 
sneaking glances at the TV screens in his cabin during 
the interview with BT. And what he was seeing clearly 
wasn't comforting. Just 10 minutes into the meeting, 
and the Sensex was spiralling downwards like a roller 
coaster gone out of control, crashing by a little over 
200 points, just above the 12,400 threshold. By the 
time BT concludes its interview with Damodaran, 
which is the time by which the markets have shut for 
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The 18-year Bull Run On The Dow Had Its Downs 


The bull market on the Dow 
began in 1982... 


2,662.95 


„but “Black Monday” in 1987 


2 596.28 


\ 


1833.55 


eu 


Figures are Dow Jones Industrial adjusted monthly closings 


the day, the BsE's (Bombay Stock Exchange's) bench- 
mark index had shed all of 177 points. 

Welcome to just another day on Dalal Street, 
where 250-300 points movement either way is par for 
the course, and where even plunges of nearly 500 
points at opening, and fluctuations of 350-400 drops 
intra-day, don't shock any more. When the Sensex 
loses over 900 points in just three trading sessions— 
and then goes on eventually to recover all those 
losses and soars towards further glory—analysts 
yawn and tell you: "Relax, existing players are book- 
ing profits, and new ones are entering." 

It actually might be as simple as that, as the markets 
seem to be caught in a grip of nervousness, what with 
price-earnings (P-E) ratios in overheated territory, and 
investors wondering whether 2,000 
points in just 48 trading sessions 
was a ride too rapid. Damodaran 
does think it could be *a question of 
too much money chasing too few 
stocks", but he doesn't rule out 





brought it down to its knees... 
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day high and low) in the Sensex in that month working 
out to 2.26 per cent, as against 1.2 per cent in March. 
In fact, volatility in the Indian market has been the high- 
est compared to the other Asian and the Us markets in 
April. The average figure for the Dow stood at 1.61 per 
cent, for the Shanghai Composite it was 1.72 per cent, 
0.93 per cent for the Hang Seng, 1.16 per cent at the 
Nikkei and 1.31 for the Seoul Composite. 

Also contributing to the volatility was the Reliance 
factor. “Buying in Reliance Industries added to the 
volatility. In a falling market, Reliance supported the 
index that rose on expectations of improved valua- 
tions following the listing of Reliance Petroleum," says 
Naresh Kothari, Head of Institutional Equities, Edelweiss 
Securities. Between April 12 and May 9, the RIL stock 
gained 40 per cent, compared to 
11 per cent for the Sensex. RIL has 
an 11.5 per cent weightage on the 
Sensex. The IPO of RPL (Reliance 
Petroleum Ltd) also contributed to 
the roller coaster ride. “The selling 


market manipulation. And there 
are a couple of wild index swings he 
is investigating—like the close to 
400-point oscillation that occurred 
when rumours of Fils (foreign 
institutional investors) being sus- 
pended were floated, or when the 
the Sensex crashed by nearly 500 
points on opening trade the day 
after SEBI released its interim order 
on the IPO scam. 

As the market watchdog, SEBI is 
clearly on the ball on the volatility 
front. After all, the markets have 
been particularly fickle in April, 
with the average volatility (defined 
as the difference between the intra- 
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volatility shouldn't matter. The 
longer your time horizon, the 
lesser your risk 


เพ Diversify within equities: By 


investing across sectors, across 
different types of mutual fund 
schemes, and different fund 
houses 





เพ Discipline yourself: You may be in 


for the long term, but periodic 


views of the portfolio are essential. 


Also, periodic investments— 
whether the markets are going up 
or down— increase your chances 
of longer-term returns 


Don't panic: Equity by nature is 
risky, but if you believe the long- 
term India story, the Indian 
market is the place to be 


ahead of the RPL issue also added to 
the volatility," adds Kothari. 

For investors, such see-saw 
movements may set alarm bells 
ringing, but they shouldn't really— 
not if they're in for the long term, 
not if they believe in the India 
growth story. The current boom, 
which kicked off in 2003 when 
the market was around the 2,950 
levels, may appear to have run its 
course with a four-fold spurt in 
three years, but if you believe this is 
just the beginning of the India 
growth story—see the following 
story—the longer your time hori- 
zon, the lesser your risk. 
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Rallies That Went On And On 
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Bull runs don t just peter out—the last one on the Dow lasted 18 years 


half-way mark. MAHESH Nayak 


Circa 2003. When Rakesh Jhunjhunwala squinted, 
be saw the silhouette of a bull emerging against a 
bleak borizon 
HE VIVID LINE SUMS UP THE ACE INVESTOR’S 
reading of a long-term bull market when 
the benchmark index of the Indian stock 
market was stagnating under the 3,000 
mark. The vivid line is also a shameless 
paraphrasing of the first sentence in the 
first chapter of Bull! A History of the 
Boom and Bust, 1982-2004, a tome by 
one Maggie Mahar on the bull market of the 80s and 
90s in the us and the carnage that followed. Easily, 
more original is Jhunjhunwala’s prediction of India be- 
ing at the threshold of a structural and secular bull 
market much before the run-up began. And he’s 
been vindicated by an over four-fold spurt in the 
Sensex since mid-2003. 

These days, though, Jhunjhunwala, Chief Executive 
Officer (CEO), Rare Enterprises, is infinitely more cau- 
tious, preparing for a correction. But he’s certainly 
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—and the rally on the Indian markets might have only just hit the 


not signalling the end of the Great Indian Bull Run as 
the Sensex vacillates in the 11,000-12,000 range 
Big Bulls don’t burn out just like that; neither do they 
fade away. “Yes, a correction may be due, but if you be- 
lieve the country’s economic growth will take another 
two to three decades to peak, this could well be the be- 
ginning. We have just covered one kilometre in the 
marathon race,” mutters Jhunjhunwala, as he peers into 
one of the four screens on his table. His view of the next 
four years is fairly uncomplicated: Assume earnings con- 
tinue to grow at 10-15 per cent for the next four to five 
years, which isn’t unreasonable. Then you assume 
that the price-earnings ratio for the benchmark Sensex 
is maintained at current levels of around 19 (based on 
forward earnings), which isn’t unreasonable either. 
“You're then looking at roughly a 50 per cent appre- 
ciation in the index in four years, which should take it 
close to 20,000 by 2010. We are in a secular bull 
run, which means that every high in the index will be 
higher than the last time high and every low of the in- 
dex will be higher than the last high.” 





— 


Nikkei (Japan) 


9,207.9 
1,216.55 


At the time of writing, as the markets were 
caught in a vice-like grip of volatility and a correction 
appeared more likely than ever in the recent past, 
there would be investors out there who would think 
it imprudent and silly to be talking about 20,000 lev- 
els when the indices were behaving like yo-yos on 
steroids. After all, a “correction”, as somebody once 
said, is just a Street euphemism for losing a lot of 
money very rapidly. And nobody likes losing money. 
Yet, if Big Bulls aren’t likely to fade feebly into the 
sunset, neither are bull runs in the habit of petering 
out just like that. Sure, they have their moments of 
pain—the corrections—but tend to bounce back 
eventually and head further northwards. 

Two such long-drawn out bull runs that come to 
mind are the 18-year carnival on the Dow be- 
tween 1982 and 2000, and the even longer 
party on the Nikkei between 1964 and 
1989, when the Japanese index soared from 
1,200 to 39,000 (see Rallies That Went On Ñ 
And On). Market men, though, see plenty of 
similarities between the rally on the Dow during 
which the index skyrocketed 12 times by the 
turn of the century to just under 12,000. For 
one, both the Sensex and the Dow consolidated 
for nearly a decade before beginning their 
upward, seemingly irreversible moves. “The 
economy in India and the Us may differ, but 
the Indian markets are somewhat moving in 
tandem with the Dow Jones in the Us,” says 
Ajay Bagga, CEO, Lotus India Asset 
Management Company. ‘ 

To be sure, the Americans’ honeymoon 447 
with the markets was initiated by then us J 
President Ronald Reagan. Between 1980 $7 


FM Chidambaram: Time for his next move 
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WANTED: MORE REFORMS 
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ECOND-GENERATION, THIRD-GENERATION. . .WHICHEVER PREFIX 

you choose, economic reforms will always be an im- 

perative to spur on economic growth and, thereby, 
the stock markets. Optimism on this front has taken a bit of 
a beating, with the Left parties coming to power with a bang 
(in two states) in the state assembly elections. Yet, the con- 
sensus Is pretty much that reforms can only be delayed, not 
stalled and certainly not reversed. 

So, what are these reforms that market men are waiting 
for with bated breacth—and that may not be an exaggeration 
after all, considering investment managers are sitting on 20- 
25 per cent cash, awaiting fresh triggers. Labour reforms, all- 
owing private participation in pensions and an increased for- 
eign investment limit in insurance are some of the initiatives 
being anticipated. “We are looking forward to an accelera- 
tion in infrastructure build-up, a reduction in bureaucracy, 
the possibility of foreign retail being allowed, streamlining of 
the project approval process and a significant im- 
provement in tax collection, coupled with an ex- 
pansion of the tax net," is the breathless wish list 
of Thomas Gerhardt, Head (Global Emerging 
Markets), DWS Investrnents, a retail investment 

arm of Deutsche Bank. 

Gerhardt may have left India by the time 
the election results came in, and at the time 
of writing, a much-needed hike in oil prices 
appeared destined for postponement. 
Expectations may have to be toned down, 
Say at least in the shorter run. As Naresh 
Kothari, Head (Institutional Equities), 
Edelweiss Securities, says: "Reforms, like 
full capital convertibility, are not a prime 
need." But then again, as market men love 
NE to point out, reforms are a continuous 
process—a journey, not a destination. 
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and 1988, Reagan went on a privatisation spree, dereg- 
ulating sectors like airlines, telecom and even the post 
office. Tax rates got the axe, and policies to boost 
production—with the belief that demand would follow 
suit, and it did—were adopted. Result? Between July 
1982 and August 1987, the Dow surged 230 per cent. 

But that's not as relevant to our markets (and 
our story) as what followed in October 1987—the 
biggest crash in the history of Us markets in a single 
day, with the Dow shedding 508 points or 22.5 per 
cent. Black Monday was followed by Terrible 
Tuesday, and as fears of a recession gained ground, 
the Dow lost a little over 30 per cent between August 
and November. It took years for the Us index to re- 
cover those losses. And what's most relevant to our 
markets (and our story) is that recover it did, in 
style. From a bottom at the 1,700 levels, the Dow rose 
Phoenix-like: 3,000 by 1991, 4,000 by February 
1995, 5,000 by November of the same year, 6,000 in 
1996, 7,000 in February 1997, 8,000 just five months 
later, 9,000 by 1998, 1,000 a year later and 11,000 
just two months later (May 1999). 

Now for the billion-dollar questions: At what stage 
is India if you had to hold a mirror on Dalal Street to 
the Dow of the 80s? Can the Indian bull run continue 
for nearly two decades (as the Dow did, and as 
Jhunjhunwala feels it will)? Is a correction due on 
the Sensex just as it was due on the Dow in 1987? And, 
if so, with interest rates as well as oil and commodity 
prices on the rise, are we staring in the face a correction 
of over 20 per cent (which would qualify in many 
books as a crash and the beginning of a bear market)? 
And if something like that happens, can the Indian mar- 
ket recover the way the Dow did? 

You wouldn't trust your friendly-neighbourhood 
soothsayer with such questions, but a safe answer 
could be found in what Alok Vajpeyi, Managing Dire- 
ctor, Dawnay Day Av Financial, has to say: “India is wit- 
nessing a structural change. Despite current valuations 
being overstretched, that doesn't mean the bull run is 
over, There may be a period of blips and even consol- 
idation, such that the market returns would be negative 
for some years. But the Indian bull run will continue and 
the market will record a 15-20 per cent growth in the 
next few years.” Jhunjhunwala feels that the Indian mar- 
ket has already witnessed its own “Black Monday”, way 
back in May 2004, when the Sensex crashed by 565 
points, its second largest fall. 

Does that mean investors should rule out similar 
such shocks in the days ahead? Of course not, but per- 
haps Jhunjhunwala is trying to say that chances of 
bust-ups like the Dow in 1987 and the Sensex in May 
2004 are remote. *There are negative clouds hovering 
around to spoil the party, but the consumption effect 
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WILL THE EARNINGS PARTY CONTINUE? 





BSE Sensex: The Story So Far 
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VER THE PAST THREE YEARS, CORPORATE INDIA HAS GOT 

its act together, which is reflected in higher 

profits and return on capital, even as the Indian 
consumer with more purchasing power at her disposal 
has caused demand for corporate India's products and. 
services to go. through the roof. At the same time, 
India Inc. is in investment mode, creating fresh capacity 
domestically to meet future demand, even as it begins 
making bigger and bigger ticket acquisitions in developed 
markets. Against such a backdrop—of burgeoning de- 
mand coupled with huge capital expenditure—what is 
tne scenari lor copies Gaye UN ere TEN 
and consequently for valuations? 

For the year ended March 2006, the 250-odd au- 
dited full year results declared till the time of witir | 
veal that India Inc. is still on the growth trail, with a 24.5 
per cent surge in sales and a 38 per cent rise in profits. 
Results that come in later will doubtless dampen these 
figures a bit, but certainly won't be that dismal to 
e ee tom imn it 
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tee dit vi m rie PM. D M T 
ings a bit. Higher input costs will bring down margins, 
as will spiralling interest and energy costs. 

In such a scenario, companies will be forced to pass 
dampen demand simply | Kaos eret so much of it. 


ble-digit earnings can endure, and the efficiency of 
the capital front is maintained, the Indian markets 
should be in for a price-earnings rerating, upwards of the 
current 18-19 times. Given the current worries about 
overvalutions, that may just be what the doctor ordered. - 
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| Sounds unbelievable? Wait till you hear this. and 95 million households live here. This market 


Dainik Jagran is the largest read daily in already buys 4500 of refrigerators, 4696 of washing 
India, with an astounding 1.91 crore readers. machines, 48% of ACs, 38% of two-wheelers, 47% of 
TUR four-wheelers, 5096 of Microwave ovens, 4596 of 
toilets shops and 4696 of Tea sold in India. Awesome 


Allow vs to pur thet into perspective. Add up potential that, when you consider that spending 


the top nine English dailies and what you get is power in India is steadily on the rise. 

a combined readership of just 1.86 crores. Well Loved from age 9 to 90. 

and truly behind us. So much for the numbers. While our popularity is 
Or, to put it differently, today every third flattering, what is far more endearing is the love 

Hindi reader reads Dainik Jagran. people have for us. Thanks to the fact that we're 

Growth like no other. probably India's most complete family newspaper. 
The way we're growing, looks like even that with special supplements for everybody, from kids, 


The markets that buy 
4596 refrigerators, 
46% washing machines, 
48% ACs, 47% four-wheelers and 
38% two-wheelers 
prefer Dainik Jagran. 
100%. 


is going to change pretty soon. We've already 
effected a 104% growth in readership in the last 
six years, and we grew our numbers by 97.15 
lakh readers. Total what the No.2, 3 and 4 Ready for tomorrow. 

newspapers added to their fold and you get just We also have our eye trained keenly on the 
70.48 lakh readers. In absolute numbers our future. In January last year we started our IVR/ASR 


growth is three times that of the top English service and in March the SMS service on short code 
daily. 


teenagers, youth and young adults to women and 


business people. 


7272. We were among the first Hindi paper to start 
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an e-edition, on the net. Our official site jagran.com, 


tch a little below the surface and the gets 90 million hits, 18 million page views and 1 
numbers tell a different story. They tell you 
about the power of the markets we reach. Every 
morning the 29 editions of the Dainik Jagran 
reach people in 10 states. A gigantic market", 
when you realise that 500 million individuals us, this is just the beginning. 


million plus visitors every month, with an average 
visitor session time of more than 18 minutes daily™. 


That's a lot that's already happened. And believe 
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Source: IRS 2006R1. “Bihar, Jharkhand, MP, UP, Uttranchal, Haryana. HP, J&K, Delhi & Punjab (Printing Centres) 
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can offset all the negatives and still help maintain the 
momentum and can ensure that the economy grows by 
double digits," says Nilesh Shah, Chief Investment 
Officer, Prudential ICICI. 
[Investors everywhere are perceived to behave in ex- 
tremes: They're either very greedy or very scared. 
After pocketing huge gains in a relatively short period, 
the current volatility and correction is certainly not 
enough provocation to veer towards blind fear. And 
we're unlikely to see mutual fund mangers working as 
bartenders and cab drivers (as happened in the us in 
1974 when the Dow crashed by half). Despite near- 
term worries like overvaluation, too much money 
e chasing too few stocks, high oil prices and rest, the 
| promise of double-digit economic growth, the in- 
creasing purchasing power of the Indian consumer, and 
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PARTY-POOPERS 


W Rising crude pressures will hit 
foreign exchange reserves, and 
the overall economy 





เพ Rising interest rates will impact 
earnings, and thereby, valuations, 
which are currently on the higher 
side 





E if the monsoons underperform, 
economic growth will take a hit 





เพ Rising commodity prices are 
impacting corporate margins 





W A larger base effect could result in 
lower top and bottom line 
numbers 


VIVAN MEHRA 


the profitable growth of the corporate sector are the 
main drivers that will ensure a long-term bull cycle. As 
an investor, your first task would be to understand the 
fundamentals of the market and the economy. Ass- 

uming you (can) do that, that will curtail your panic and 

ilo blunt your desire to pull out whenever there's a plung- 

e ing graph. There's always a chance of freak events— 
wars, toppled governments, currency crisis, floods—but 
in equities, you've got to live with uncertainties. Once 
you come to terms with the risky nature of equity, it 
gets easier. If you are invested for the long haul—that 
could mean five years or even 20 years—you've got 
time (and lower risk) on your hands. Hopefully, you'll 
also have a sound long-term investment plan. The 
market may currently not be in one of its strongest 
phases but, in the long run, to paraphrase Keynes, 
you could be rich before dead. 
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ONSIDER: BY 2010, INDIAN SAVINGS ARE PROJECTED TO HIT THE 

$400-billion (Rs 18,00,000-crore) mark. Currently, 

just 2 per cent of these savings are estimated to be in- 
vested in equity. Assuming that figure goes up to 10 per cent 
by 2010—which isn't unreasonable considering it already has 
in many emerging markets, and was in fact at that level in 
India in 1992—that would translate into a cool $40 billion 
(Rs 1,80,000 crore) of retail savings entering into stocks (di- 
rectly and indirectly, via mutual funds and insurance) every 
year. Which makes the $10.8 billion (Rs 48,600 crore) net 
inflow of foreign institutional money in 2005 look puny. 
What's more, the domestic mutual funds industry has already 
breached the $20-billion (Rs 90,000-crore) threshold. 
"Local savings in equities is just the tip of the iceberg," says 
Rakesh Jhunjhunwala, CEO, Rare Enterprises. “Since peo- 
ple in the past have lost money in capital market, they are 
adopting a cautious approach. But the level of participation 
is bound to increase exponentially following the surge in eco- 
nomic growth and rising corporate earnings,” adds Pankaj 
Bhansali, Regional Head, Religare Securities. 

Clearly, domestic liquidity will have to take over some 
day, as foreign investors are some day in the not too distant 
future going to discover a new seasonal flavour. If pension 
and provident fund money is allowed to enter the stock mar- 
kets, there's little doubt that the Indian investor will dictate 
the bull run in future. After all, you have to remember 
that the 18-year old bull run in the US was fuelled to a large 
extent by pension fund moolah. A best-case scenario of 
course would be money of all hues—foreign, retail, pension— 
bankrolling the Great Indian Bull Run. And the levels to 
which such doses of liquidity could drive up the indices, can 
truly boggle the mind. 





ICICI Prudential's Shah: Believes consumption effect will 
take care of the dark clouds threatening to spoil the party 
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II INTERVIEW WITH M. DAMODARAN/ CHAIRMAN/ SEBI 


“TF WE GET ALARMED, 
WE WILL HAVE TO 
SHUT SHOP” 
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ee oe MOT SEAT POR 
15 months now, and it’s been 
a period Of bectic activity for 
M. Damodaran, Chairman, 

Securities & Exchange Board 


of India (SEBI). During bis tenure, the 
market regulator has been proactive 
with its market orders (mostly interim 
ones). These range from the order pro- 
hibiting UBS Securities Asia from issuing 
offshore derivative instruments for a 
year to the recent scathing one on the 
IPO scam. Many of the high-profile or- 
ders—including the UBS one—have 
been overturned by the Securities 
Appellate Tribunal—but Damodaran 
hasn't hesitated to go up to the apex 
court. "A few high-profile orders have 
been overturned, but on the whole, 
only 28 per cent orders have been ap- 
pealed against,” says the Chairman. 
Ideally, Damodaran would want a 
period of “relative quiet”, during 
which he can focus on organisation- 
building. But, as this interview illus- 
trates, such a period is wishful think- 
ing as SEBI has its hands full dealing 
with suspected market manipulation, 
heightened volatility, inspecting the 
quality of foreign money flowing into 
Indian markets, and scamsters expl- 
oiting the IPO process. Excerpts from 
an exclusive interview: 





When you started your term, you talked 
about the need for a substantive clean-up. 
How do you look at what you've achieved 
since taking over in February 2005? 

With a lot of satisfaction. I think ini- 
tially in any job you have to under- 
stand the organisation. Wherever you 
come from, you come with a total 
understanding of what you can do. 1 
think SEBI has been reactive, and hope- 
fully it will not be so in the long term. 
We do get compared to the Reserve 
Bank, but we have been around for 
just 15 years, and RBI has been around 
for much much longer. They have 
had long periods of relative quiet. 
That is a luxury SEBI hasn't had. 
Something or the other is happening 
and you have to respond. I think what 
SEBI needs, and hopefully what we 













is sa period of relative quiet 
อ น can focus on how to 
organisation. I don't think 
my predecessors have really 
this luxury. That is something 1 
d ink one should do in course of 
what is left of the tenure. 





















Your tenure would be for three years? 
Three years with the possibility of 
another term and the age limit is 65 
years. Theoretically, there could. be 
another term once this gets over, but 
want to repeat, theoretically... 
(But) hree years is enough. If you 
look at organisation- building as a 
priority, three years is enough. If 
you stay too long, you get stale and 
a kind of a es develops be- 
tween you and the organisation and 
you don’t work too well. Within 
three years, what you need to do in 
an organisation like this is recognise 
some truth. One is what we have on 
our plate and what we will have. 
We simply don’t have enough peo- 
ple and 1 think on that, there really 
“is no argument. If you look at or- 
ganisations elsewhere, other juris- 
dictions, other capital marketers/di- 
rectors, they have for the kind of job 
we do, much more people or they 
do much less than we do. Then 
you need the right kind of people; 
securities regulation really is about 
lawyers and accountants and then 
about everyone else. So, if you look 
at the total number of officers that 
we have and the lawyers in that, 
it’s a fairly small number. 

























What would be the number? | 
Our total law department i is about 









as a little under 300 officers. 


liked to have. We’ ve 
4 lawyers, but I think 
n will correct as we 
xh 1 think it should 
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30 people or so in an organisation 


we have to come to grips with all 
our accounts. In the past, we have 
got people who are MBAs, with fi- 
nance as specialisation, not ac- 


countancy. So, that is. something. | 
we might have missed out in the 


past, which we are trying to correct. 





í Many people think | 
é order in "à case of 





We have just recruited a bunch of wr 


about 70 people who will get 


trained. The appointment letters 


have gone out. Another major issue 


that has to be addressed in such an 
organisation is compensation. Also, 
we don't have in India the practice, 
and I am hoping that it will come 
some time, of natural movement, 


of people from industry moving in 


here. Which happens anywhere else. 
So, had that happened, it would 
have addressed part of the problem 
of compensation. But the sharing 
of experience between the user in- 
dustry and regulator doesn't exist. 1 
think it will happen over time. The 
major challenge really is the people 
issue. The rest of it—cleaning up 
regulation, rewriting the SEBI Act— 
will go through the normal process. 
By 2007, it should work. 


We've been used to seeing SEBI's 
orders being reversed by the appel- 
late authority. Is this an issue that 
has to do with a lack of powers rest- 


ing with SEBI? 


I don't think it is an issue of 
empowerment. There was ล time 
when SEBI didn't have enough pow- 
ers, but after the last amendment, 
we have got more power. I think 


the processes are time consuming. 


The perception that most of our 


Orders are set aside, may not be 


true. I have looked at the numbers, 


they're not that bad. We would all. 


like it to be better, but 28 per cent 


orders passed by us are appealed. 


against, which means 72 per cent re- 
mains; they are not tested and ap- 
pealed. Of that 28 per cent, three- 
fourths are upheld by the court. 
Which means, if you take 100, and 
28 of them go to appeal, three- 


' - fourths of the 28 survive the ap- 


fore, we tend to get judged by that 


. process, we discovered there werea 
s certain. num 
needed | to be proceec 


of them notice, we could hear them 


out and then pass orders in each of 
-those cases which would seem the 


and, to be consistent with what is 





some cases, and we don’t: have a 
quarrel with that—nobody should— - 
is that the appellate authority says. — 
the punishment is too much, and 
that we have to reduce it. Then, 
there are those that are overturned 
in appeal, which says clearly that our 
decisions are wrong. Against some 
of those we have gone to the 
Supreme Court and appealed, and 
in the Supreme Court we have had — 
limited success. But many of the — 
appeals are pending in the apex - 

court and we are hopeful that they 
will come through. What has hap- 
pened is that in some of the more 
high-profile cases sEBI's findings 
have not been upheld and, there- 












































and people think that a whole lot of 
cases have gone against us. 


Your recent order in the IPO scam has — 
seen a lot of flip-flops, and you had to. 

do a rethink in one case... Es 
This is the first case in the primary 
market that something of this sort - 
has been detected. After a torturous. — 






nber of people who 
:eded. against. \ We 
had two options: We could give all 


normal thing to do. But it was felt 
that this would take too much time 


done elsewhere—we ourselves have. 
done it earlier—we decided that a 
post-decisional hearing would be | 
approved. Therefore, an order was  - 
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entities were found guilty of. cer- 
tain things. The first guy that came 
next morning was I ndiabulls. After 
listening to them, we told them, 
fine, the injunction that you cannot 
. continue your business. will be 

" stayed to verify the claims you have 

made. That is all that happened i in 
. the case of Indiabulls; many people 





versed, withdrawn. Nothing of that 
sort happened; the verification of 
what Indiabulls claimed is going 
on at this time. Only an-interim 
relief was given. 


How concerned are you about the 
volatile secondary market? 
Interim volatility is something that 
nobody is comfortable with. I think 
we have had more volatility in the 
Indian market in the recent past 
. than in any other market. It is not as 
-. if we looked at market levels and 
ก decided we need to pass this mega- 
order (on the IPO scam) to cool it or 
some such thing. But I think the 
volatility is because there is too 
much money chasing too few 
stocks. You need to see more stock 
in the market, which is why I am 
glad. there are a number of good 
dua quality and reasonably big-size IPOs 
—:- coming. But again, this is not a mar- 
= ket free from rumours, so you will 
. seé these short-term wild swings 


^. pens, then we do a patch analysis to 
= see who bought, who sold, what 
— has been the behaviour pattern of 
: these same guys for the rest of the 


- attempt to see if there was an ele- 


ม: "we need to. have เก 



















m e inr not v jotea 
— which is not yet fully operational, 
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passed on April 2 27, where several : 


UN thought the order had been re-. 


taking place and when that hap- 


| isasigr 
-day after the rumour. And then we 


— We have put in Sod ie inte- 
| grated markets surveillance system, 


| which allows us to get r 


from NSE and BSE during the day, 


rather than at the end of the day. 
This will allow us to react. much 


faster and the fact that you have a 
system like this in place, is a kind of 


disincentive for people who believe _ 
we'll take our time to catch up with 
them. We are, I believe, only the 


6 6 The perception that 
most of our orders 
are set aside, may not = 


be true. Only 28 per cent - 


orders have been 
appealed against” 


second or the third jurisdiction in the 
world which will have a system of 
this kind. Australia has one. We got 
this technology from Australia. 


You hope one day the domestic in- 
vestor will take the place of the foreign 
investor? 

I think you are seeing some tilt in 
that direction. ไท the mutual finds 
certainly, if you look at numbers. If 
you look at what happened let's 


say, seven to eight months back, - 


every day that the Fus were sellers, 
the market would fall. But in the last 
three months, you are not seeing 
that pattern. There have been days 
on which the ris were net sellers 


and the market didn't fall, so there | 
7 ificant group that is there in. 

_ the market —the mutual funds with — 
ก - really a lot of money. The mutual 
ment of market. manipulation. But - 





funds are not all investing money on 





day one, so, whenever. they raise — 
dies sums of money, and when- 


ever they are all in the market with 


new schemes, and it | gets invested 
over time, then again there is this 


แล pattern. 


| Are | you concerned about the quality of 
| e 4 coming. into the. market? Es 





| ฝ ป 1 n 
. signed this regi 


funds operating in the Indian market? 


E | funde m there lad beth such 


within a regulatory ambit. ไพ - 


The Fils who are registering withus : V 
are buying and selling stock here. | 
They issue instruments, called par- 
ticipatory notes, to people outside 
of India. The. 0 says 
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got this registration; they all give 
us these reports. Some of E 
say we don't know who isthe 
holder of these notes at a particü- ^ — 
lar point in time as these are trans- 
ferable instruments. Which isn't 
good enough. That is what hap- 
pened in one celebrated case we 
raised, which is in the Supreme 
Court now. One day we will get a 
final determination on it. 

There are also concerns about 





. how much of Fil money is round- 


tripping (local money masquerading 

as Fil inflows). But at the same time, 
why do you address the question of. 
round-tripping when there could 
be an NRI sitting somewhere, who 

has legitimate money and wants to 
invest legitimately here? Should we 
close the door on him? He will 
think if a foreigner can invest in . 
the Indian market, why can't Linvest > 

in my motherland? So, there are c 
no is solutions. 


You acknowledge that there are TM a 





There are funds operating in the ~ 

market registered as Fils that have | 
not called themselves hedge funds . 
when they got registered. On t 
sis of evidence thene avail; 







he it ir pde not t have been 












isations. . Ali d dus is Pirineo 1 
want more B. to participat dno 
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Somewhere in between glimpses of the past ... 


and the future ... history was written. 
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HICC celebrates the success of the 39th Annual Meeting 
of the Board of Governors of the Asian Development Bank 2006. 





And the fact that India was declared to be 
"among the world's fastest growing economies" 
) by Shri P. Chidambaram, Hon'ble Minister of Finance, Govt. of India. 
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The Real 
Cost Of 


Already, a staggering 
5.2 million people in India 
are infected with HIV, and if 
unchecked, the killer bug could 
push 4.5 million people deeper into 
poverty and shave billions of dollars 
off India's GDP Can India defeat 
this epidemic-in-the-making? 


SHALINI S. DAGAR 


HEN HE WAS 20, ELANGO RAMACHANDER 

WANTED to be a photographer. But fate 

willed otherwise. A reckless lifestyle en- 

sured that he acquired a brand new bug 

that few had heard of back in 1988. He be- 

came one of the first few Indians to get in- 

fected with HIV (Human Immunodeficiency 

Virus), which causes AIDS, or Acquired Immunodeficiency Syndrome. 

Ramachander recounts the horror that followed: “The doctor gave me just 

four years to live. I stopped working. For five to six years I lived in 

darkness. I would go to the library, go through the newspapers to get scraps 

of information." Thanks to strong genes, and—of late—anti-Hiv drugs, 

Ramachander is still alive and married to another HIV positive woman. He 

never became a photographer, but found his calling as an advocacy and pol- 

icy officer with the Indian Network of Positive People (INP+), a Chennai- 
based NGO, run for and by HIV positive people. 

between 1988 and now, millions more in India have met with 

Ramachander's fate. Since 1986, when the first HIV case was detected 

among sex workers in Chennai, the estimated number of HIV positive peo- 

ple in the country has soared to 5.20 million, which is 0.91 per cent of the 

total adult population. If unchecked, the situation could soon reach 
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The map is layered in terms of density of HIV 
prevalence 





Low hope: Of the 5.2 million HIV infected people 
in India, just 30,000 are receiving treatment 
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in southern states although Maharashtra and North-East have high-prevalence districts too. But what is worrying is that HIV is 
all across India. The HIV population, at 0.9 per cent of all adults, is not too far from the generalised epidemic threshold of 1 per cent. 
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HIV prevalence at ANC* sites: = <1.0 10-15 W1520 82025 02530 M>=3 No data available 


Source: Avahan, NACO's *antenatal clinic sites 
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KULDEEP 


The HIV Count Continues 
To Rise, But Now Slowly — 458 
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Source: NACO 


1981 1990 1994 1998 1999 2000 
Figures are estimates of HIV infected persons in million 


epidemic proportions. (Technically, a country is said to 
be facing a generalised ADS epidemic when at least 1 per 
cent of the adult population is HIV positive.) Says Ashok 
Alexander, who heads Avahan, the anti-AIDs initiative 
of the Bill & Melinda Gates Foundation in the coun- 
try: "India is where South Africa and Thailand were in 
the early 90s. We are reaching an inflexion point." 
But a health crisis isn't the only fallout of this 


India Is Reaching A Tipping Point 


25 South Africa Vs Thailand: A study in contrast* 







20 
15 
k inflexion Point 
5 
1990 ‘91 792 793 /'94 (95 796 797 98 5 2000 
Bi South Africa Bi Thailand Figures are percentage of adults infected with HIV 


*Thailand's aggressive HIV control programme has kept the infection rate relatively low 
over the past decade. South Africa did not implement an HIV control programme and the 
rate climbed precipitously Source: UNAIDS 


million, at least $3.6 billion, or Rs 16,200 crore, of 
productivity is under threat. Translate that into PPP (pur- 
chasing power parity) equivalent, the figure soars to $18 
billion, or Rs 81,000 crore. 

As the epidemic makes inroads into the heartland of 
India (see The HIV Snapshot), it is clear that the socio- 
economic consequences will be devastating. According 
to a UNAIDS (the Joint United Nations Programme on 


growing menace. The roaring Indian economy could HIV/AIDS) forecast, if AIDS continues with its relentless 


suffer a severe setback if the problem snowballs. 
Shockingly enough, there are no reliable estimates 
available yet on the economic impact of HIV. Delhi- 
based economic think tank NCAER (National Council of 
Applied Economic Research) is currently doing a com- 
prehensive study for UNDP (United Nations 
Development Programme), but its findings won’t be 
available until June 27 this year. However, even an 


march across districts in the country, it will be impos- 
sible for the government to deliver on its Millennium 
Development Goal of reducing the population of peo- 
ple below the poverty line to 15 per cent by 2015. The 
anti-AIDS organisation estimates that roughly 4.3 million 
people will be pushed deeper into poverty because 
of the epidemic. 

For the affected families, the consequence can be 


amateurish, back-of-the-envelope calculation throws up traumatic and ruinous. Since HIV is more prevalent 
just what is at risk: Given India’s per capita income of 
$700 (Rs 31,500) and an HIV positive headcount of 5.2 
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among sexually active people in the age group of 14 to 
49, it not only immediately hits the family income, but 
also increases costs in terms of treatment and better diet. 
Revealingly, an International Labour Organization 
(ILO) study done in 2002 pointed out that such families 
start spending more on food and medical treatment, and 
less on education. In fact, in some African nations, AIDS 
has also been linked to an increase in child labour. That 
shouldn’t be too hard to explain. If the parents get 
infected, then the family has no choice, but to take its chil- 


dren out of school and put them in factories or farms. 


Shocking Indifference 

At present, corporate India doesn’t seem too worried 

about the problem, and that’s a big mistake. A study, 

also done by ILO in Andhra Pradesh in 2003, at a coal 
company revealed how costs can shoot up due to 

; medical care bills and lost productivity. “In the five years 

= previous to the study,” says S. Mohammad Afsar of ILO, 


he 
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HIV Could Push Millions Of People Deeper 
Into Poverty 





MIT 
2003 '04 ‘05 '06 '07 ‘08 ‘09 ‘10 ‘ll ‘12 ‘13 ‘14 2015 
WM Without AIDS With AIDS Figures in per cent are proportion of people 
below poverty line Source: Asia Pacific s Opportunity 
Investing to avert an HIV/AIDS crisis, ADB/UNAIDS study series, July 2004 
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“29 employees were declared unfit to work due to 
AIDS, and the company had to pay Rs 65 lakh in com- 
pensation, which they could have saved if the emplovees 
had been provided treatment." Obviously, the company 
in question—like many others even today—did not 
have a proactive HIV policy (see Corporate India © 
UDS), and it today has 311 HIV positive employees 
on its rolls and may have to pay as much as Rs 9 
crore in compensation in the years to come. 

However, if the coal company decides to put them 
on antiretroviral (ARV) drugs, the cost involved would 
be significantly lower at Rs 5.50 crore. “Industry does 
not believe that there will be a significant impact either 
by way of losing competence or opportunities for 
growth," says Dr Denis Broun, Country Co-ordinator 
for UNAIDS. Worryingly enough, even the trucking 
industry—whose drivers are one of the key high risk 
groups—does not see the epidemic as a big problem. 
“The general impression is that, “Yes, there will be a 
cost, but it will be a small cost’,” says Broun. 

The most direct and visible cost of the epidemic is 
the government spending on it. This year, Rs 900 
crore has been allocated to the National AIDS Control 
Organisation (NACO). Never mind that the budget is far 
short of the estimated $1 billion (Rs 4,500 crore) 
that is needed for prevention and treatment of HIV, this 
is money the government could otherwise have spent 
on education, infrastructure or healthcare. 

One reason why the Hiv issue hasn't received the 
kind of attention and urgency it deserves has to do with 
the profile of its typical targets. In India, 86 per cent ot 
the HIV transmission is through the heterosexual route. 
Commercial sex workers, truck drivers and migrant 
labourers—all of whom come from rural areas to the 
big cities in search of a livelihood—constitute the 
high-risk group for HIV transmission. In fact, 57 per 
cent of the infected adults have a rural background. 


CORPORATE 


INDIA & AIDS 


ECENTLY, THE INDIAN BUSINESS TRUST (IBT) FOR 

HIV/AIDS—an umbrella body for industry's 

response to AIDS—came out with an over- 
arching policy to deal with the issue. The cornerstones 
of this policy include education of employees and their 
families, care and support for the affected employees, 
and non-discrimination. It also promises no pre-em- 
ployment testing. This document has been signed by 
more than 500 organisations in the country. That, by no 
measure, is a large enough number, but even among 
them only a handful of companies such as Gujarat 
Ambuja, L&T, SAIL and Delhi Metro Rail Corporation 
have any serious policy for the workplace. The cthers ar- 
gue that the absence of an HIV policy does not mean in- 
difference. "ACC doesn't have a policy in place, yet it in- 
tends to set up and run an ART (read: treatment) cen- 
tre in Gulbarga, Karnataka, at a cost of Rs 1 crore," 
says Shefali Chaturvedi of IBT. Still, why aren't more 
corporates worried about the HIV problem? There 
could be two reasons for it. One is that many of 
them don't see their white-collar employees under 
threat from the disease. The other is that, unlike in the 
UK or the US, insurance companies in India do not 
offer insurance to HIV positive people. While insurers 
blame the lack of reliable information on the affected 
populace for not offering cover, the bigger reason could 
be a lack of pressure from industry. That'll come with 
awareness, when people realise just how devastating 
AIDS could be to their companies and societies. 
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| Men, of course, constitute a larger share of the infected 
pool, but there's growing evidence that a *feminisation" 
of the epidemic is happening. As of now, 38 per cent of 
the affected population is accounted for by women. 
“But it is not a disease only of the poor,” cautions K. 
Sujatha Rao, Additional Secretary and Director General, 
NACO. "There is enough data around to suggest that the 
middle class and the upwardly mobile young people are 
equally vulnerable," she says. 


Defeating A Scourge 
Why is tackling HIV, even getting an accurate count, 
proving to be so difficult? There are several reasons 
behind it, but the principal two have to do with money 
and the social stigma attached to it. NACO, which is the 
nodal organisation for formulation and implementation 
| of AIDS control policies, arrives at its estimates through 
( a random sampling of cases from 750 sentinel sur- 
| veillance sites set up in districts with high HIV prevalence. 
Each site contributes 400 samples, which are then 
tested and verified. The results are extrapolated to 
the denominator of a billion people, and that's how the 
figure of 5.2 million is obtained. 

Here's the problem: Even this estimate is driven 
down by the supposed lower prevalence of HIV in 
North India (that, in turn, means NACO has fewer sur- 
veillance sites here for sample collection and tests). 
Therefore, critics argue, the national prevalence rate of 
0.91 per cent does not reflect reality. Indeed, in several 
districts of Tamil Nadu and Andhra Pradesh, the 
prevalence rate is between 3 per cent and 4 per cent. 
The other HIV hotspots are Karnataka, Maharashtra, 
Manipur and Nagaland. Says Broun of UNAIDS: “India 
is really a continent, and we do not have a single 
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epidemic. The epidemic that is driven by injecting 
drug users in the North-East does not have the same 
pattern as the one that is sexually-driven in the South." 

And if curbing the spread of HIV hasn't been easy, it's 
due to the stigma attached to it. According to the 2002 
ILO study, 70 per cent of the affected people experience 
discrimination and ostracism. Often, the worst culprits 
are the victim's own family members. "This is what 
makes HIV/AIDS different from other illnesses as the 
family is the first point of support,” says ILO’s Afsar. The 
absence of clear and correct information aggravates 
the situation, and according to K.K. Abraham, President 
of INP+, the information gap is partly due to the 
unreasonable skew towards prevention in NACO's AIDS 
programme. A fact with which Yusuf K. Hamied, 
Chairman of Cipla, which supplies low-cost ARVs to 
400,000 people worldwide, agrees. “HIV can be treated 
as a chronic ailment. It need not be a death sentence," 
he says. But others like World Bank's Lead Health 
Specialist Cornelis P. Kostermans say that prevention has 
to be *priority one, two and three for India". 

The government started with a free first line of 
treatment through ARV drugs for HIV as late as 2004. 
Second line drugs are still not available, and people like 
Abraham allege that there is a shortage of drugs. Even 
now only around 30,000 patients are being treated— 
that's a minuscule 0.5 per cent of the affected popu- 
lation. “The government should make some state- 
ments about its overall treatment plan,” says Hamied, 
adding that concerted efforts should be made to 
increase diagnosis through free tests and treatment. (For 
the record, not all HIV positive people need to be 
treated; the T-cell count, a measure of immune system, 
must drop below 350 to necessitate treatment, which 
gets costlier as the disease progresses.) Rao believes that 
the recent increase in NACO’s budget will help. “We 
have just got the funds and we will start looking at 
deployment of these funds,” she says. For starters, 
the North will get an additional 400 sites, raising the 
all-India count to 1,150. 

Meanwhile, there’s a flicker of hope emanating 
from Tamil Nadu. Sustained and targeted intervention 
in the state has yielded a minor improvement. According 
to an Indo-Canadian study published recently in the 
medical journal Lancet, the prevalence of HIV among the 
15- to 24-year-olds has dropped by over a third in the 
southern districts. Says Alexander of Gates Foundation: 
“The next five to 10 years are very significant. One can 
really think of it as a window of opportunity.” India has 
to act decisively and concertedly in that time. Otherwise 
the happy India story could turn tragic. 8 
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It’s no surprise that everyone wants a piece of the 
action. Print is bigger than television in India, and 
grew faster in 2005. And magazines grew the fastest. 
ARCHNA SHUKLA 


"T SEEMS SOMEHOW APT THAT THE FUTURE, OR AT LEAST ONE ASPECT OF IT, 
of the English language magazine business in India, depends on words 
and their import, in this case, the difference between ‘management’ and 
‘business’. Forbes and BusinessWeek, two of the best-known brands in 

„the business magazine firmament, are hoping that the Indian government, 

whose laws prohibit foreign news and current affairs publications from 
setting up shop in the country (although they can take up to a 26 per cent 
stake in an Indian company and then get that company to publish the mag- 
azine's Indian edition or enter into a licensing arrangement with a local player 
to produce a facsimile edition), will allow them entry as ‘management mag- 
azines' (Indian laws allow majority foreign ownership, up to 100 per cent, in 
special interest publications). 

William Adamopoulos for one—the man is the Singapore-based President and 
Publisher of Forbes Asia—is excited at the prospect of entering the Indian 
market. “We champion the cause of entrepreneurship,” he gushes. “It’s the right 
time for us to be in India now, at a time when Indian entrepreneurs are being 


WHY EVERYONE IS KEEN ON MAGAZINES 


Newspapers dwarf magazines | ... but everyone is looking at | ... and the relative ratio of 

in terms of ad-revenues the huge size of the global newspaper to magazine 

in India... 5 563 magazine market... advertising revenues 
elsewhere. 
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crore and Rs 970 crore, respectively. E 2004 2005 | Newspapers Magazines 
They also estimate circulation revenues | Figures in Rs crore Figures in Rs crore 
for the two years at Rs 340 crore and Source: PwC Global Entertainment & | Source: PwC Global Entertainment & 
Rs 370 crore, respectively Media Outlook Media Outlook 


78 BUSINESS TODAY JUNE 4 200 


xu [T DEAL SUPE 


z Ou dido: x m sew on wo bo 7 
CI 
Al 


hese Yl 
Jipt Six 
B. PUESPh E 
d RA 


car penne 


TE ; INSIDE 
p. WINDOWS (i 





MONT NEW A 


n AUDI AA ALFA Sd 


Owarsro 
UM 
เจ T U 
: 


i^ ad re move 


BEVOLY PPL! 


ร เปิ ฐิ โต 


ท ทศ ละ | = 
จ auroa ) BUS 


dai 


doo H 
rh Mund 


Yu = 
i bd 


Ve (DOWNR 


ON 
Ei e» 


PC PC 


» en —— —— 


j ‘GRAPHICS - 


p 
"a 
a 


54. Fi 
C-- 


เณ ย 1 L ř เล็ ว 
Xa ur 
s — 
fe ER 


zu : REA 
NY AnOthe, *4 | | E fis E 


u 


-— À 
! 4 » 
- 


UNT N IFT 
AMERI 


WORLD 
AFFAIRS) 





bt | 











s 


| 
i 
. Sst 


Ashish Bagga/ CEO/ Living Media 


“For a healthy growth, magazines have to reduce 
their dependence on advertising and push 
subscription and news-stand sales” 
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cheered by the global community." There are others 
that share Adamopoulos' enthusiasm for India. Among 
them is Conde Nast, the us publishing giant with 19 
titles in its stable, including Allure, Go, Vanity Fair, 
Glamour and Vogue. The company is likely to use the 
special interest clause and set up a 100 per cent sub- 
sidiary; Vogue and Glamour could well be its entry 
vehicles into the Indian market. *(Our) plans are at an 
early stage, but Conde Nast is keen on India," says Alex 
Kuruvilla, formerly head of MTv India and now a con- 
sultant to Conde Nast. IDG Inc., a US-based company 
with some $2.7 billion (Rs 12,150 crore) in revenues 
and 300 newspapers and magazines in its stable, has 
already set up a 100 per cent subsidiary, the first for any 
foreign media firm in India. Two of its magazines, 
clo and Outsourcing World, are already in the market. 
And in August 2005, BBC Worldwide, the third largest 
magazine publisher in the UK, launched its most popular 
magazine Top Gear through a joint venture with 
Bennett, Coleman & Co. Ltd. (the latter's 29 titles, 
including women's magazine Femina and film magazine 
Filmfare, are also published by the 
JV); the company is now looking 
to launch more titles from its 45- 
magazine portfolio. 

It isn't just the international 
magazine publishers that are making 
a beeline for India; the local firms 
are in overdrive too. New titles are 
being launched not just in genres 
such as news (Outlook Publishing 
recently launched Newsweek 
through a distribution arrangement 
and will soon launch a local edition 
of women's magazine Marie Claire) 
and business (the same company 
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THE MAGAZINE ADVERTISING PIE 


——— 12 Others 





also launched business magazine Outlook Business, 
and has registered another title, Profit), but also in 
niche segments. Media TransAsia launched a local 
version of popular laddie magazine Maxim, and Living 
Media (which publishes Business Today) is all set to 
launch fitness-for-fitness-buffs magazine Men's Health, 
management-for-CEOs magazine Harvard Business 
Review, and Consumers Today, a consumer-oriented 
publication, and a health and lifestyle magazine, 
Prevention (it recently launched Scientific American). 
There are also reports that Business Standard, which 
publishes the eponymous business daily, is interested in 
the magazine space where it already boasts a couple of 
offerings such as Motoring, Asian Management Review, 
and Indian Management. Then, there are magazines that 
are being promoted by companies diversifying into 
the business. Last year, mortgages major HDFC and 
Forbes Gokak formed a Jv that would publish niche 
magazines; the company has already launched 
Computeractive and Car and Bike India, both local 
editions of popular UK magazines. And finally, there are 
the start-ups. From Money Life, a personal finance 
and investing magazine brought out by the husband-wife 
team of Debashish Basu and Sucheta Dalal, to the 
Time Out series launched by Ruia scion Smiti Ruia's 
Paprika Media (the Mumbai edition was launched in 
September 2004; the Delhi edition is work in progress) 
to really niche magazines on spas and pets (see Niche Is 
In), news-stands are replete with magazines of all hues. 


Who Reads Magazines? 

The interest of global firms in the Indian magazine mar- 
ket shouldn't surprise anyone: they are now allowed 
to access a market, and one which boasts a huge pop- 
ulation of English-speaking people. As for the local 
companies, says Maheshwar Peri, President and 
Publisher, Outlook Publishing, *Everyone is trying 
to complete their bouquet." *There are big gaps in the 
magazine market in terms of the variety and number 
of product offerings." 

That may be the case, but the 
fact is, the Indian print media reaches 
just 23 per cent of the population; 
English publications, 3 per cent, and 
English magazines, 1.7 per cent. Nor 
are other numbers, these to do with 
revenues, any more impressive (see 
Why Everyone Is Keen On Magaz- 
ines), with estimates on advertising 
revenues that contribute 70 per cent 
of the total revenues of most maga- 
zines, ranging from Rs 700 crore to 
Rs 1,000 crore. According to TAM 


Source: Adexindia ^ Media Research, the share of 
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N MAGAZINES, AT LEAST, IT 

would seem to be. from 

music magazine rock street 
journal (it has been around since 
1993 and claims to sell 42,000 
copies an issue on average, 
although media exces insist the 
actual number is far lower) to 
newbie Asia Spa India, a spa 
magazine, special interest mag- 
azines continue to thrive. The 


secret ingredient in their business 
model: a loyal readership base 
that doesn't mind paying any- 
thing between Rs 50 and Rs 
100 per issue; they do attract 
advertising, but nowhere close to 
the amount they need to sustain 
themselves. As Shweta Khurana, 
Publisher, Dogs and Pups, puts 
it, "We found that there was a 
huge demand for a comprehen- 
















sive magazine on pet parenting 
in India." Launched in July 
2004, the magazine claims a 
circulation of 10,000 at a cover 
price of Rs 50 (again, media 
execs insist the actual circulation 
is lower). The big media firms 
will likely turn their noses up at 
that volume of business, but it 
Works, and is profitable. 

PALLAVI SRIVASTAVA 


magazines in the total print advertising revenues pie 
has remained static at 12 per cent in the past few years 
with a marginal upturn towards the end of 2005. 
Publishers insist that the numbers are misguiding; 
they argue that over 200 English language magazines are 
registered in the country, but that of this number, 
only 60 have *mass reach" (even if the term is to 
mean sales of more than 20,000 copies). The top five 
firms, media planners admit, garner more than 60 
per cent of all ad-spends headed for magazines. Even 
that, however, doesn't explain why everyone sud- 
denly wants to launch a magazine. *The lure of the 
Indian market lies in future potential, not current 
size," explains Bhaskar Das, Executive President, BCCL. 
And so, like companies in businesses ranging from 
power-turbines to passenger cars, media firms are 
launching magazines hoping that the market will grow. 





Maheshwar Peri/ President & Publisher/ Outlook Publishing 


"There are big gaps in the magazine market in terms 
of the variety and number of product offerings" 


After all, at a global level, magazines account for 
almost a fourth of the advertising revenues print 
attracts, with the corresponding proportion in India 
being a mere 12 per cent. 


Growing Interest 

The economy itself, currently on a roll with nary a cloud 
in sight, is one reason for the interest in magazines. Dy 
their very nature, these publications cater to niches, and 
there would appear to be some correlation between the 
evolution of an economy and that of the reading habits 
of consumers. Put simply, that would mean that as an 
economy grows and becomes more developed, and peo- 
ple become richer and exposed to other cultures, the 
may want to read things they didn't in the past (for in- 
stance, pet owners, at least some fraction of them, 
may want to read a magazine that exclusively deals with 
dogs and cats). Piyush Sharma, Associate Publisher 
and CEO, Maxim, claims that while Media TransAsia 
hoped to sell around 20,000 copies of its first issue, it 
actually did 80,000, and with the ratio of advertising pa- 
ges to editorial pages being a healthy 1:3. And Living 
Media’s Indian edition of Cosmopolitan has built up a 
circulation of around 100,000. “India has a media-savvy 
population whose purchasing power is on the rise," says 
lan Watson, International Director, BBC Worldwide. 
"Then, with the entry of the world's leading mar- 
keters, a branding culture is taking roots in the country." 
These two trends, he adds, bode well for magazines *be- 
cause they thrive on a discerning audience and niche 
marketers wanting to reach them." 

Niche brands, or luxury brands, have long faced this 
problem (of addressing niches). *There are not enough 
media vehicles that could match our brand status and 
cater specifically to our target consumers," says Tikka 
Shatrujit Singh, Brand Advisor, Louis Vuitton. Even 
technology firms, that use business magazines for their 
CEO-targeted advertising, prefer special interest maga- 
zines when they seek to address cios or technology 
managers. “IBM, HP, Mercury, Cisco, Juniper, are all reg- 
ular advertisers on CIO, ever since we launched it,” says 
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ARESH NATH PUBLISHES 26 MAGAZINES 
in nine languages. One of his titles, 
Saras Salil, targeted at teenagers 
and published in five languages, sells 
more than a million copies (readership: 
14 million) in Hindi alone. Grihshobha, 
another magazine from his stable, pub- 
lished in eight languages, is the market 
leader in Hindi, Marathi and Gujarati 
markets and among the top five maga- 
zines in Tamil, Telugu, Kannada, 
Malyalam and Bengali. 

Going by the basic principle that 
advertising bucks follow eyeballs, one 
would expect a queue of media buyers 
outside Nath's office. But that's not the 
case. "Most of our magazines survive on 
their cover price and we survive pretty 
well," says the President and Publisher 


of Delhi Press Patra Prakashan. "Besides, 
all our titles are sold through news- 
stands unlike English publications that 
are subscription-led," he says. 

This is the story of vernacular mag- 
azines across the country. And, it high- 
lights a strange dichotomy in Indian 
market: on the one hand, English pub- 
lications survive on advertising revenue 
because of a minuscule readership base; 
on the other, regional publications have 
to make do with sales revenue because 
of a smaller advertising market. 
According to estimates, the total adver- 
tising opportunity for over 100 regional 
magazines is around Rs 200 crore and 
more than 50 per cent of this goes to 
Hindi, Malyalam, Tamil and Bengali 
publications. 


Circulation-led: And Nath isn't 
complaining 


The argument of media buyers is 
that advertising is a function of socio-eco- 
nomic status of consumers that these 
magazines reach. Still, the circulation-led 
business model of these magazines 
affirms the fact that if consumers get 
what they want, they would most will- 
ingly pay for it. 


Bringi Dev, President, DG Media. Thus, new magazines, 
at least some of them, could well tap a new market for 
advertising revenues, helping them grow, and grow 
faster than media dependent on traditional sources of 
advertising revenues. “New media platforms attract a new 
set of advertisers," says C.V.L. Srinivas, Managing 
Director, Maxus, a media buying agency. “This is what 
happened on TV where general news channels attracted 
local advertisers and business channels, financial institu- 
tions that had never advertised on Tv.” Evidence sup- 
porting this hypothesis comes from the experience of 
Cyber Media, a company with a dozen-odd speciality 
technology magazines. Over the past four to five years, 
claims Shyam Malhotra, Executive Director, Cyber 
Media, the company's advertising revenues have grown 
25-30 per cent CAGR or compounded annual growth 
rate (the comparable figure for the industry is 12 per cent). 
“This revenue came in entirely from advertisers that 
didn’t advertise until we came in.” 


Boom In The Offing 


India, all media companies chorus, is poised on the 
threshold of a media boom with magazines looking to 
benefit the most from it, perhaps even more than 
television channels. India, after all, is one of the few 
markets in the world where print media, at 16 per cent 
in 2005, is growing faster than its electronic counter- 
part (11 per cent). In 2005, print’s share in the total ad- 
vertising pie was 48 per cent against TV's 41 per cent. 
Most people expect print to keep growing faster than 
television, at 15 per cent or 17 per cent, with maga- 
zines growing even faster, by 30 per cent or 40 per 
cent. "There is too much clutter on television," says 
Sandeep Vij, President, Mudra Communications. *TV 
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and newspapers remain a mass medium while maga- 
zines cater to specific demographics or interest groups 
and are hence better targeted." 

If there is space to grow in the magazines busi- 
ness, it is also because there aren't too many of the kind 
around. The us, for instance, has 1,800 magazines 
serving a population of 320 million. India, with an 
English-speaking population of around 300 million, has 
a mere 200 English-language magazines. Through the 
1990s and the early 2000s, everyone, consumers, 
media firms, advertisers, was focussed on television. 
“The advent of cable and satellite television distracted 
advertisers," says Smita Jha, Principal Consultant 
(Entertainment and Media Practice), Pwc. *Readership 
was also not growing much and conditions weren't too 
conducive for magazines." 

The media firms themselves seem to have realised the 
merits of magazines. Sharply focussed magazines (and not 
me-too general interest or business magazines) deliver a 
better return on investment to companies than, say, 
newspapers or TV channels (it also costs much more to 
start-up either of the latter). To really succeed in the busi- 
ness, however, companies will have to grow their rev- 
enues from circulation. The ratio of circulation rev- 
enues to advertising revenues is around 50:50 in the First 
World; it is 30:70 in India. That worries Ashish Bagga, 
CEO, Living Media. *For a healthy growth, magazines 
have to reduce their dependence on advertising and push 
subscription and news-stand sales." They could do this 
by increasing "cover prices or building a loyal base of 
readers," says BCCL’s Das. Bagga believes content is 
the key to attracting both readers and advertisers. “If you 
give consumers what they want, there is no reason 
they would want to leave you." m 
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The Compact Low Emission Vehicle for Urban Transport (CLEVER), 
designed in collaboration with research engineers at the University 

of Bath, England, boasts of the manoeuvrability of a motorcycle and 
the safety of a micro car. With a top speed of 100 km per hour and fuel 
efficiency of 40 km per litre, the car may well be the elusive solution 
to problems of urban transport. Being readied for road trials in more 
cities before mass production, CLEVER is yet another example of the 


UK's leadership in marketable energy and environmental engineering. 





| 4 The engineers, Ben Drew and Matt Barker with the CLEVER 


NOMINATIONS FOR THE UK TRADE & INVESTMENT INDIA BUSINESS AM 


The UK is innovative and entrepreneurial. It offers favourable tax 
and employment regimes, a skilled and flexible work force, 

easy access to capital and the larger European market, and the 
infrastructure to support business. From financial institutions that 
bind the world economy to businesses that harness the power 
of knowledge and innovation.... the UK is home to the future 

of business. Come to the UK. Build on your business potential. 


ARDS 2006 ARE NOW OPEN. 


Log on to www.ukinindia.com for details 


www.uktradeinvest.gov.uk 
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India's largest private sector bank is following the FMCG model to 
expand into rural India. Can it crack the operating cost hurdle 


to doing business in the heartland? ANAND ADHIKARI 
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ICICI Bank's K.V. Kamath: Unlocking the new rural business architecture 


r’S NEARING PEAK SUMMER IN PAITHAN IN 
Maharashtra’s Aurangabad district; it’s barely 
10.30 a.m. but a thick blanket of heat has already 
enveloped the small town. In his first floor office 
at the dilapidated Nath Shopping Centre, in- 
distinguishable from the millions of such brick and 
mortar monstrosities that dot the country’s many small 
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towns, Jaiprakash Yashwant Likhite wipes sweat from his 
brows and the sides of his moustache even as he talks an- 
imatedly in chaste Marathi with half a dozen farmers. 
The clues to his identity: a plaque, saying ‘Manager’ 
dangling from the roof in front of his table, and a de- 
mat services counter and commodities trading terminal 
on the table next to his. Likhite quickly wraps up his 


conversation and shuffles across to the next table in his 
250-square feet office, glancing through the live stock 
market quotes and replying to a couple of emails before 
returning to the ‘Manager’s’ table to deal with his 
customers. Likhite is a franchisee of ICICI Bank. 
Franchisee? Yes, these are people who provide banking 
services a la regular branches in small centres and far- 
flung settlements where it is not economically viable for 
the bank to set up branches. They receive a share of the 
profits they generate, but also have to share any losses. 
Popat Srimant Rao, a farmer who has come with his 
two brothers from the nereby Brahma village, needs a 
Rs 50,000 crop loan. There is also Sanjay Sisode, who 
wants to apply for a rural housing loan. And there are 
others who have just come to enquire about interest 
rates and loan processing times. The people of Paithan, 
famous for Paithani sarees, understand interest rate 
dynamics very well. Many of them trade in the com- 
modity market as well. And the 32-year-old Likhite’s 
franchisee office (see The Rural Roll Out Plan) is the 
one-stop shop where they can do all these. Likhite’s usp: 
he knows most of his customers by name; he has inti- 
mate knowledge of local conditions; and his minimal 
overheads translate into a tidy margin for him without 
any incremental rise in user charges. These advan- 
tages show in Likhite’s performance: he has clinched 
over two dozen personal and crop loans over the last 
few months. icici Bank plans to have such franchisee 
and kiosks (it can be a medical shop or an electronic 
store) at intervals of 10 kilometres so that channel 
partners like Likhite can help it tap rural customers. 
“They (local people) can exercise judgement based 
on local knowledge much better than us,” says a con- 
fident Nachiket Mor, Deputy Managing Director, 
ICICI Bank and Head of its Agri Business Initiative. 
Likhite operates like a full-fledged bank, offering 
crop, housing and automobile loans, trading in shares 
and commodities and selling general and life insurance 
policies. Likhite and other franchisees are pressing 
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“Local people can exercise judgement based 
on local knowledge much better than us.” 
Nachiket Mor, Deputy MD, ICICI Bank 


strongly to be allowed to handle cash directly, but 
Reserve Bank of India (RB) guidelines do not allow cash 
deposits or withdrawals outside bank branches. 


Scalable Model 


“This is a scaleable model,” says K.V. Kamath, 
Managing Director & CEO of the bank, describing his 
“No White Spaces” rural business architecture—a mix 
of franchisees, micro finance instititions, NGOs and 
branches—that provides for “touch point” within 10 km 
of every rural customer. Every touch point is financially 
viable; branches are opened only where business vol- 
umes are large; other places are serviced by the so-called 
“non-branches”. This is in contrast to the strategy of 
public sector banks, which have indiscriminately opened 
branches all over the countryside. Result: 80-90 per cent 


IT HAS GROWN 4-FOLD IN THREE YEARS 


2005-06 
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ICICI plans to cover 6 lakh villages in 600 
districts by 2008; that's effectively the entire 
country. It has already covered 60 districts. 


of their 60,000-65,000 rural branches are bleeding. 
The icici Bank model, which draws on the experi- 
ence of fast moving consumer goods and telecom 
companies, has never been tried in banking. By part- 
nering with franchisees like Likhite, icici Bank is elim- 
inating both the fixed and recurring costs of maintaining 
branches. “Our approach to rural banking is based 
on a partnership model,” says Mor. Franchisees like 
Likhite even share business risks with the bank—they 
put up 10 per cent of all advances, pocket 10 per 
cent of profits and also share a similar percentage of any 
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losses. There are also other franchisees who procure 
business for a fee but don't share the risks. If the model 
succeeds, it could become the template for all future rural 
banking initiatives not only in India but in other 
developing nations, and provide an alternative to the one 
pioneered by Bangladesh's Grameen Bank (see Poor 
Man's Bank). “Full-fledged branches will focus only 
on the rural rich and act as processing centres for 
franchisees and others," informs Brahmanand Hegde, 
Joint GM, Rural Products & Credit, at the bank. 

"The rural market is robust. We believe there are 
massive opportunities for us there," says Kamath. His 
strategy addresses all the issues involved in rural bank- 
ing—it neatly circumvents RBI-mandated restrictions on 
branch expansion, it takes care of priority sector 
lending and enables the bank to cross-sell its various 
products in the highly price-sensitive hinterland with- 
out compromising on profitability (see It Has Grown 
4-fold In Three Years). 





Roll-out Plans 
ICICI Bank's rural rollout blueprint has a staggering 
sweep: it plans to cover 600,000 villages in 600 districts 
by 2008; that's effectively the entire country. In the first 
phase, it has already covered 60 districts mostly in 
the south and the west; this will increase to 200 by the 
end of 2006-07. “We are also tying up with NGOs 
and other community-based societies to deliver our 
products; they are closer to our customers and under- 
stand their language," says Hegde. The bank is training 
and equipping NGOs to handle its products and has 
already transformed 100 of them across the country into 
micro-finance institutions (MFIS). 

Grameen Koota is one such MFI in Karnataka. 


THE PUBLIC SECTOR WAY 


SK SENIOR MANAGERS AT ANY PRIVATE BANK IN THE COUNTRY TO 
define rural banking, and chances are they'll give you a 
two-word reply: “Tractor finance.” It is. a highly profitable seg- 
ment and caters mainly to rich farmers, a class bankers are 
comfortable with. The icing on the cake: banks can generate 
handsome fees for themselves by selling savings, insur- 
ance and investment products to these customers. 
. Public sector banks, which are mandated to lend a 
helping hand to poorest of the rural poor, are also keen play- 
ers in this market, but for a slightly different reason. They need 


high-margin businesses to offset the high costs of their tra- - 


ditional branch-led business model and (usually) loss-mak- 
ing rural retail lending businesses. But many large public sec- 
tor banks have no choice; they have to comply with the 40 
per cent priority sector lending requirement set by the 
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government. That is why many of them actively take part in 
-sponsored schemes (which carry a subsidy). Bank 
of Baroda (BoB), for instance, gives loans of up to Rs 2 lakh 
without any collateral to unemployed educated rural youth. 
The government provides a subsidy of 15 per cent. 
State Bank of India has the largest rural presence in the 
banking sector. Its agri loan portfolio: Rs 18,000 crore; its 








customer base: 50 lakh farmers. And its rural network: 
6,600 branches. It also lends aggressively through Self Help 
Groups (SHG). In the evolving competitive scenario, the . 


bank now focuses on building relationships with farmers. 
js holds meetings in villages to market and explain its 

Schemes to farmers and even engages the services 
ted scientists and other specialists to guide "En on 
modern techniques. - 
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THE RURAL ROLL OUT PLAN 


TOTAL 600 districts 
TARGET 450 branches 
CURRENT POSITION 128 branches 


TOTAL 6,000 blocks 

TARGET 5,000 blocks 
CURRENT POSITION 175 risk-sharing franchisees 
3,675 originator franchisees 


DISTRICT 








Risk-sharing franchisees take 10 per cent exposure in every lending they make, 
while the originator franchisees only generate business leads. 
Source: ICICI Bank 
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ich farmers - 
Status Ge EN NUS far Mig by 
side products 
R2 Profile Rural businessmen and rural educated 
Status New target customers for both liability 
and asset side products 


Profile Rural middle class and small & 
medium farmers 
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THE RETAIL PIE 
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แพ พ Wholesale agri business EE Rural retail 
Source: ICICI Bank 
















Financed by icici Bank and several others, it provides 
cheap and quick credit to local villagers. Its recovery 
rate: 100 per cent. “The number of kendras (disbursal 
centres) have gone up from 12 in March, 2000, when 
we started, to nearly 2,000 today. The number of active 
borrowers have also risen from 130 to over 42,000," 
says Suresh K.K., coo of Grameen Koota. *We don't 
have to face the embarrassment of having to answer 
questions on our literacy and drunken husbands or 
provide sureties for the loans we need," says a local. 

"The rural market is willing to engage with you in 
as sophiticated a manner as the urban market," says 
Mor. That's evident from icici Bank's asset base. Its rural 
credit portfolio has jumped four-fold from Rs 4,206 
crore in 2003-04 to Rs 16,300 crore last year (see 
The Big Picture). One reason for this rapid growth is its 
no hassles approach to speedy loan approvals. “We pay 
1-2 per cent more interest on ICICI Bank loans, but 
the procedures are clear cut and and above board," say 
villagers whom Business Today spoke to. They allege 
that corruption is rampant in public sector banks. “We 
have to pay a 10 per cent commission there but 
approvals still take a month," they add. 


Retail Banking 
The bank's rural strategy is skewed in favour of retail 
banking. *The (rural) corporate lending business is 
quite risky. A single large default can hurt my business. 
I, therefore, prefer to deal with a large number of 
retail customers,” says Likhite. Given this emphasis, it 
comes as no surprise that the share of ICICI Bank's 
wholesale (rural) business is gradually coming down 
(see The Retail Pie). Incidentally, the rural retail sector 
has a default rate of 1-2 per cent, compared to 2-3 per 
cent for the rural wholesale sector and 5 per cent for 
the banking sector as a whole. 10161, however, doesn't 
share its own figures. “A large and scattered retail 
portfolio cannot go bad in a single day,” says Hegde. 
The bank is also targeting the non-agricultural rural 
market. “We are also developing targeted products 












Figures in per cent and strategies for this space,” says Mor. “The idea is to 
bring about market linkages for agri-products like 
ROADBLOCKS poultry, food processing and horticulture,” adds Hegde. 
Roadblocks 
1 Credit Bureau  — Nobod y document nts the cr inda , peop ple hop rom oi bar to another 
a X: apt St y | ‘ cas ba ML [2m Low e ไว 
2 Market Linkages/ogstics L ‘st 1annels makes it dif sel Teiln 1d got ies 
3 Subsidy Culture — Keeps the rur. custome av now they have g overnme t back on 
i M ure weather conditi ES E 1 
n and th ps re weather conditions —— — 
3 "vg (DIO 1 $4.45 2 ห ๓ 
5 Ceiling o on piri fear amas W to Rs 2 at the PLR or 12 per cent whichever is lower 
interest rate — NS m สร ต ระ CC. 
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STORMING THE MARKET 
ASSET SIDE 


Products 
Short-term loans 






. tenure: 1 year 
Livelihood-linked loans 


To take care of short-term needs of farmers; loan 
amount: up to Rs 1 lakh depending on the crop; 


To finance the purchase of buffaloes, three wheelers, small 















LIABILITIES SIDE 


- kirana shops, etc; loan amount: up to Rs 1 lakh; tenure: 1 year Sakai eee at 

Micro enterprise loans To finance small business start ups, small highway a is oen 

hotels, etc; loan amount: upto Rs25lakh;tenure:2-3years @TITIGTS savings a/c 
Crop loans To finance sowing operations, purchase of pesticides, ๒ Rural า ว a/c 

fertilisers, etc; loan amount: up to Rs 10 lakh; tenure: 1 year m Gold Coins 
Farm equipment To finance the purchase of tractors, tillers, etc; loan m Weather เล ต ญ่ | 

amount: up to Rs 5 lakh; tenure: 5-9 years m High value insurance policy for rural HNIs 
Interest rates range from 9-11 per cent (Source: ICICI Bank ) (Source: ICICI Bank ) 


POOR MAN'S BANK 


ERE'S A QUIZ QUESTION: I'M A BANK; 94 PER CENT OF MY 

share capital is owned by the rural poor; | don't ask 
for any collateral security for advances; and | dole out loans 
only to the poorest of the poor. Who am I? Answer: 
Bangladesh's Grameen Bank. The 23-year-old bank began 
as a research project pioneered by its founder, Mohammad 
Yunus, in rural Bangladesh and was converted into a 
full-fledged banking institution in 1983. 

From the very beginning, it challenged the conven- 
tional banking model .of demanding collateral security 
against loans. Instead, Grameen Bank based its business 
model on trust. If that sounds absurdly naive, look at its 
loan book: Since inception, it has distributed loans 
worth $5.34 billion (Rs 24,030 crore). Of this, $4.73 bil- 
lion (Rs 21,285 crore) has been repaid. Its current 
portfolio of outstanding loans: $610 million (Rs 2,745 
crore). It disburses an average of $54.81 million (Rs 
246.64 crore) in loans every month. Its loan recovery rate: 
a phenomenal 98.45 per cent. That track record obviously 
begs the question: is the traditional banking model really 
the best way to go about doing the business? 

Grameen Bank's experience shows that women are 
better borrowers than men. This is reflected in its loan 
book: 96 per cent of its 5.89 million borrowers are 
women. In fact, some public sector banks in India 
have taken a leaf out of Grameen Bank's books and pre- 
fer advancing loans to women. Today, the bank covers 
63,714 villages in Bangladesh through a network of 
about 2,000 branches. The Grameen Bank model has 
been replicated in many parts of the world, including 
India, with varying degrees of success. 
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For instance, it has tied-up with Godrej Agrovet to 
deliver higher quality fodder for buffalos. It also ran a 
pilot project to enhance the yield of milch buffalows 
from 1-2 litres a day to 4-5 litres. However, the project 
had to be abandoned as only 60 farmers came forward 
to participate. But despite such hiccups, ICICI Bank is 
happy with its rural initiative. Today, it has a rural cus- 
tomer base of 3.2 million, compared to just 20,000 just 
three years back; and it finances every third tractor sold 
in India. “We will aggressively reach out to rich farm- 
ers, rural businessmen and the rural educated classes 
with innovative, tailor-made products to suit their 
requirements," says Mor. “We are very clear about our 
goal. We want to reach the masses in a cost-effective 
manner," says Kamath. 

But several large systemic potholes can cause prob- 
lems en route to this goal (see Roadblocks). The biggest 
worry: there is no credible credit history bureau in rural 
India (the Credit Information Bureau of India Ltd, or 
CIBIL, only keeps records of credit card and urban retail 
loan customers), and farmers or other borrowers, 
refused a loan at one bank, can easily walk into another 
bank and apply for a loan, without furnishing any 
information on why the earlier application was rejected. 
"There is a need to provide farmers with unique iden- 
tification numbers. We also need bio-metric fingure 
printing," says Mor. 

These, he accepts, will take time. But that doesn't 
stop him from aiming high. He's reportedly set a target 
of increasing the share of cic! Bank's rural portfolio to 
25 per cent of total advances by 2010, up from 10-12 
per cent now. If he and his team can do that, Grameen 
Bank's business model will face some stiff competition 
from ICICI Bank's new rural banking template. m 
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A staggering 
Rs 54,000 crore 

is likely to be 
invested เท 
organised retall 
over the next B B 
five years as big ^ 
Indian groups 
and foreign 
retailers make 
a beeline for a 
virgin market. 


KRISHNA GOPALAN 
AND AHONA GHOSH 
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Biyani's hypermarket 
chain has been a hit with 
middle-class consumers 
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STATE-OWNED COOPERATIVE RETAIL CHAIN 

launching revamped stores doesn’t usually 

cause a stir in industry. Yet, when the 

loss-making Sahakari Bhandar opened 

the doors to its new-look stores in 
Mumbai on May 4th, there were many willing to 
swear that they had peered into the future of 
Indian retail. Behind the innocuous relaunch was 
the might of Mukesh Ambani’s Reliance Industries, 
which has retail plans big enough to make Wal 
Mart's Lee Scott sit up and take note (about that 
in a bit). Sahakari Bhandar, which has outsourced 
supply chain management to Reliance, is a prov 
ing ground of sorts for the private sector con- 
glomerate. If the relaunch is any indication, then 
Reliance may be proving a bright student of the 
trade. For starters, the new Bhandars are swank 
with smartly turned out sales staff. There's a wide 
variety of products—ranging from groceries and 
frozen foods to household care and, surprise, 
music and films—ambience and hygiene have 
dramatically improved, and although there's no 
Reliance logo anywhere in the stores, the stamp of 
professionalism is everywhere. 

Welcome to the brave new world of Indian 
retail, where new entrants such as Reliance and 
Bharti, besides many existing and future foreign 
retailers, will jockey with early birds like Kishore 
Biyani's Pantaloon Retail (now Future Group), K. 
Raheja Group's Shoppers' Stop, Tata Group's 
Trent, RPG's Spencer's and Micky Jagtiani-owned 
Landmark Group's Lifestyle stores, for a piece of 
the Indian consumer's swelling wallet. 

To be sure, there's plenty of room for all. 
Organised retail in India today is virgin territory 
and the possibilities are limited by nothing, but the 
entrepreneur's own gumption. Consider the facts: 
According to various estimates, the overall retail 
industry in India is $206-350 billion-big (Rs 
9,30,000-15,75,000 crore), but 3 per cent or less 
of it belongs to organised retail. There are more 
than 10 million kirana, or mom-n-pop, stores in 
the country, compared to less than 3,000 modern 
format ones. More importantly, if the economy 
maintains its pace, consumption could go up by 
another $157 billion (Rs 7,06,500 crore), ac 
ording to estimates by Technopak, a Delhi-based 
consulting firm. With the result, the organised 
retail pie could swell to $30 billion (Rs 1,35,000 
crore) by 2010, Ernst & Young estimates. Savs 
Harminder Sahni, coo, Technopak: *Companies 
are in such a hurry that they aren't even waiting for 
detailed project reports before they start work. 
Everyone realises that time is of essence." 


SUPERSIZE ME 





Existing players are in a rush to add stores and corner market share. 





No. Of Stores/Retail Space Nature Of Store . Expansion Plans | 
(sq. ft)/Cities Covered | 
PANTALOON RETAIL 
Pantaloon 19/6 lakh/13 Apparel To add 21 stores by 2008 
Big Bazaar 30/13 lakh/18 | Hypermarket Expand to 80 stores by 2008 
Food Bazaar 42/7 lakh/18 . Grocery and foods To up count to 200 by 2008 
Fashion Station 3/75,000 /3 . Fashion Increase to 20 stores by 2008 
aLL (A Little Larger) 10/10,000/8 Apparel for larger women No immediate plans 
Blue Sky 7/25,000/6 | Sun glasses and watches No immediate plans 
E-Zone 2/30,000/2 | Consumer electronics Expand to 40 stores by 2008 
Collection i 2/15,000/2 | High-end furnishings Grow to 30 stores by 2008 
Home Town To be launched ` Hardware Launch one before year end, and four more by 2008 
Central. Mall 3/5 lakh/3 "Standalone mall Add a dozen by 2008 
TRENT | 
Westside 22/A84lakh/13 ^ | Departmental Expand to 100 stores by 2007 
Star India Bazaar 1/50,000/1 . Hypermarket Add two (Mumbai and Bangalore) by end of 2006 1 
Landmark 6/1.5 lakh/4 . Music and books Add four more in another five months 
K. RAHEJA GROUP 
Shoppers' Stop 19/9.5 lakh/10 Departmental Grow to 39 stores by 2008 
Home Stop 1/30,000/1 Home Add 3 by end of 2007 
Mother Care 5/Not available/3 Shop-in-shop for young mothers Add 20 shop-in-shop and 20 stand-alone stores by 2010 
HyperCITY 1/1.2 lakh/1 Hypermarket .. Open another four in two years 
Crossword 31/1.5 lakh/9 Books Expand to 42 stores by end of 2006 
FOODWORLD 49/1.75 lakh/3 Grocery & Foods 250 stores in five years 
Health & Glow 38/50,000/4 Health and beauty 120 stores in three years 
RPG GROUP | 
Spencer's Supermarket 3/35,000/3 Supermarket 
Spencer s Daily 52/2.15 lakh/N.A. Grocery & Foods 
Spencer's Hypermarket — 6/2.5 lakh/5 Hypermarket 100 stores in total for all the three formats by March 2007 
Music World 260/85,000/44 Music 280 stores by March 2007 in 54 cities 
GODREJ GROUP 
Godrej Aadhaar 23/57,500/8 Rural retailer Add 1,000 in another five-six years 
Nature’s Basket 4/8000/1 Fruits and vegetables Add 100 in another five years j 
| 
Big and small companies are literally scram- WESTSIDE MM Er 
bling to grab a piece of the retail gold mine. Reliance The Tatas’ departmental — ' T B 
Retail (as it is likely to be called) wants to carpet store chain plans to expand i = is AN 
bomb the industry with an initial investment plan of "p 


Rs 3,375 crore, going into everything from 

hypermarkets, supermarkets, convenience stores to 
produce exports. Eventually, which apparently means 
by April 2008, it hopes to sink in a staggering Rs 
15,000 crore into retail. It has already brought on 
board some heavyweights from different industries, 
including Raghu Pillai from Pantaloon Retail, Gunender 
Kapur (Unilever), Rajeev Karwal (Electrolux) and 
Sriram Srinivasan (Indus League), among others. 
According to one report, Reliance Retail has even 
placed orders for five Boeing cargo planes to ferry 
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to 100 stores by 2007 





A 
4 


- 
ศศ 


ro 
7 E 
2n 

` 


Y 


ก บ ณา i 


จ สุ 


After setting 


new standards in lifestyle 
for four decades... 


We are now 
redefining ourselves. 


Introducing our new identity 


-HET EAR 


Building lifestyles since 1967 








The Sushil Ansal Group has been defining and changing lifestyles for millions across the country and overseas. Now, we are redefining 
our identity, based on the two colours Red and Black. According to our culture each guna has a colour, Red stands for Rajas or Regal. It 
stands for passion, heat, energy, dynamism and purity. This is the reason why the legend Ansal is encased in Red and written in its old 
avatar to retain the Group's continuity with our rich heritage. The colour Black occurs when an object absorbs all the other colours. Black Is 
significant to the Group as it represents the proposed amalgamation of Ansal Township & Projects Limited into Ansal Properties & 
Infrastructure Limited. Thereby creating the new and vibrant Sushil Ansal Group. 


» Townships » Condominiums + Malls + Offices - Hotels + IT Parks » SEZs » Golf Courses - Educational Institutions 


Ansal Properties & Infrastructure Ltd. 
An ISO 9001 : 2000 Certified Company. 115, Ansal Bhawan, 16, K.G. Marg, New Delhi - 110001 Visit us at: www.ansalapi.com 
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ๆ ed: Rs 3,375 crore initially, 
going up to Rs 15,000 crore by 2007-08 


: Everything from hypermarkets to 
agri-products to consumer electronics 


: 1,575 by March 2007 
: Rs 90,000 crore by 2010 


There’s plenty of room for innovation, but most investment 
will go into hypermarkets and supermarkets. 


Format/ Nature Of Retail 


perm : This is the mother of all retail for- 
mats and offers everything from foods to dry grocery to 
hardware to electronics. Typically, would span more than 
100,000 sa. ft of space, and be located outside of the 
city centre. Pantaloon’s Big Bazaar, Spencer’s 
Hypermarket and Trent’s Star India fit this category. 


' : It is focussed on foods, grocery and 
household tems: and located in residential areas. 
FoodWorld is an example of this. 


| Store: Like the name reveals, this for- 
mat carries various departments: such as apparel, 
houseware, furniture, jewellery and appliances, but is 
much smaller than a hypermarket in terms of space and 
SKUs (stock keeping units). Shoppers’ Stop, Westside and 
Lifestyle are three such stores. 


: Accessibility is what this for- 
mat offers and, triérofoie: IS conveniently located in 
crowded neighbourhoods. Think Nilgiri's in South, and 
24/7 in Delhi. 


i : It stocks a single brand, and could 
be lias company- owned or franchised. Everyone from 
Raymond and Madura Garments to LG and Samsung to 
Maruti and Hyundai have it. 


iscount Store: This format's proposition is that it offers 
no frills such as spacious, well-lit and air-conditioned retail 
space, but makes up by marking down MRP (maxi- 
mum retail price). South’s Subhiksha is the best-known 
example of it in India. 


| ry: This is a B2B format, where the retailer 
sells to shopping establishments and large institutional 
customers. Metro in Bangalore is a cash-n-carry. 
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: Plans to 
emerge as ha biggest player by getting into a 
range of retail formats 


perishable items from remote warehouses to its 
stores. The launch of the first Reliance store, a 
hypermarket, is expected in Ahmedabad during the 
last quarter of this calendar. 

Telecoms giant Bharti, which already has a joint 
venture with the EL Rothschild Group-controlled, 
ELRo Holdings India for exporting produce under the 
FieldFresh brand (Reliance has a Jamnagar Farms 
too), is said to be talking to three or four foreign 
retailers, including Wal-Mart, Tesco and Carrefour. 
“We are looking at all possible models and formats,” 
says Rajan Mittal, a promoter family member and 
head of the retail foray, “and we'll be in a position to 
unveil our plans over the next four to six months.” 
The Tatas aren’t just expanding their Westside and 

Reliance, it seems, has ky 
decided to learn the ropes 9» 
at the state-owned retailer 
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} Dainik Jagran, the world's largest read newspaper, is now also the most read Dainik Jagran 


daily in all the key cities of Punjab. So if you're looking to make your presence 
felt in Jalandhar, Amritsar and Ludhiana [JAL] make sure it's part of your plan. 10 States * 29 Editions * 1.91 Crore Readers 
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: Plans to 
invest Rs 500 crore iy April 
2007 to grow his Big Bazaar 
and Pantaloon chains 
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Star India Bazaar chains, but also are said to be in talks 
with Home Depot for a tie-up. Similarly, the K. Raheja 
Group-promoted Shoppers’ Stop and brand new 
hypermarket HyperCITY have ambitious expansion 
plans. Meanwhile, the current king of organised retail 
in India, Pantaloon's Kishore Biyani, has a Reliance-like 
carpet bombing strategy, but on a vastly smaller scale. He 
plans to invest Rs 500 crore by next April in growing his 
hypermarket chain Big Bazaar and apparel chain, 
Pantaloon (see Supersize Me). "Our intention," says 
Biyani, *is to be in the consumption space. We have 
completed the process of getting into new categories, 
though we will continue to look for more opportunities." 


Experimentation Galore 

There's so much happening in retail that it's near 
impossible to list in a few pages what each one of the 
players is trying to do (that, in any case, is not the idea 
behind this survey). What's evident, though, is that the 
12-year-old organised retail industry (Shoppers' Stop 
was the first launch way back in 1994) has entered a 


ITH 50 MILLION INTERNET USERS, INDIA RECENTLY OVERTOOK GERMANY AS THE FOURTH | === 
largest online nation (the US, China and Japan are ahead). That number could | -— 
double over the next two years. So online retail should be booming, right? Not ^ -* =". = 


Kanara (Star Biss) and 
music & book stores (Landmark) 
to his growing retail business 





: He's added Shoppers’ B.S. Nagesh: He 

was the first to launch a retail 

chain in 1994. By 2008, he'll 

have 39 Shoppers' Stops | 


phase of super-heated growth. According to Technopak, 
$12 billion (Rs 54,000 crore) may get invested in retail 
over the next five years. Where will all that money go? 
Most likely into two of the most popular formats: 
Hypermarkets and supermarkets. In terms of product 
categories, half of the investment could be in food- 
related retail and the other half in non-food. The bias 
towards foods is easily explained. About 11 per cent of 
the organised retail sales come from foods and groceries, 
with apparel and consumer durables accounting for 39 
per cent and 9 per cent, respectively (see The Organised 
Retail Pie). That, then, is 60 per cent of the market. 
However, there will be plenty of formats in between 
hypermarkets and supermarkets. For instance, the 
Godrej Group runs a rural retail chain called Aadhar, 
which started off selling animal feed and fertiliser to 
farmers, but now also vends tractors and durables, 
and Nature's Basket, which retails 
fruits and vegetables. 
DCM Shriram Consoli- 327 
dated, too, operates a x ’ 
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really. Just 7 per cent of India's net users shop online and when they do, they are usu- 

ally buying travel services, books, or electronic items, besides doing online banking. Remove travel-related trans- 
actions and online banking, and the Rs 1,500-crore market shrinks to Rs 100 crore. That hasn't deterred Future 
Group's Kishore Biyani from planning an online store (www.futurebazaar.com). Neither has India's online retail 
pioneer Fabmall, which also has brick-n-mortar stores, given up hope. “The triggers for growth are plenty and | 


expect online retail to witness explosive growth," says K. Vaitheeswaran, Fabmall's COO. 
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Bharti's Rajan Mittal: He spearheads the telco's 
foray into retail, and is currently looking at all 
formats and talking to foreign players for a tie-up 


Hariyali Kisan Bazaar, which delivers a range of farm 
inputs. There are 24 such stores at the moment, but the 
company plans to open 500 centres in another five 
years. There will be several more niche retail chains such 
as these. Shoppers’ Stop. has launched a food and bev- 
erage chain called Brio, with an outlet each in 
Bangalore and Mumbai. *The dream is to make a bil- 
lion-dollar company out of Shoppers' Stop," quips 
CEO Govind Shrikhande. Metro is a (cash-n-carry) 
retailer that only sells to businesses, while southern 
retailer Subhiksha has developed its own unique 
discount store format. Says Ireena Vittal, Partner, 
McKinsey & Co.: *The Indian organised retail 
industry is entering a phase of experimentation. 
Most of the local players don't have any historical 
experience of running a retail business, but they are 
very comfortable experimenting." 

Perhaps the best example of an experi- 
mental retailer is Pantaloon's Biyani. In the 
eight years that he's been in the business, 
Biyani has built a retail empire with an 
astonishing variety of interests. He's into 
hypermarkets, malls (Central, and he recently 
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CROSSROADS 
Biyani paid a cool Rs 
250 crore to buy this 
mall from the Piramals 


REAL ESTATE AND 
MALL ECONOMICS 


ETAIL, SOMEONE ONCE SAID, IS ABOUT THREE THINGS: 
Location, location and location. In a real estate 
market gone crazy, retailers are finding rentals 

choking their profits. Consider Mumbai. Rentals in 
suburbs like Bandra and Juhu are in the range of Rs 
150 to 250 per square foot. In Tardeo and Nariman 
Point, it's even higher at between Rs 250 and 400 per 
sq. ft. Says Ajay Bijli, MD, PVR Cinemas: "High land 
prices are pushing rentals beyond what retailers can 
afford." The only way a retailer can survive the squeeze 
is by being someone the developer of, say, a mall would 
want as an anchor tenant. A position that some play- 
ers like Pantaloon, Trent and Shoppers’ Stop seem to 
have attained. "The anchor tenants, who are respon- 
sible for attracting the greatest footfalls to the malls, pay 
rents 40 to 50 per cent lower than those of other 
smaller stores," says Nagarajan Narasimhan, Head of 
Research at CRIS INFAC. In an evolving retail market, 
the profit zone for a retailer moves from purchasing to 
supply chain and then to real estate. But in India, where 
rental costs can be between 8 and 15 per cent of total 
costs, retailers like Pantaloon's Kishore Biyani are 
already discovering that there's more money to be 
made leasing space than retailing. 








acquired Crossroads 
from the Piramals) and 
apparel manufacturing, among others. Even the Tatas 
have diversified from departmental stores (Westside) to 
hypermarkets (Star Bazaar India), to books and music 
(via Landmark, where they acquired a 76 per cent 
stake last year.) Some day in the future, the retailers will 
want to consolidate and get out of areas where they 
don't have a clear advantage. But for now, everyone will 
want to do everything, simply because opportunities 
exist. Says Adi Godrej, Chairman, Godrej Group, 
"The market is largely underpenetrated, which means 
there can only be new opportunities." 


Fear The Foreign Retailer? 

There's little doubt that foreign retailers want a piece 
of the action too. A.T. Kearney's Global Retail 
Development Index 2006 ranks India, for the second 
year in ล row, as the most attractive destination for mass 
merchandisers and food retailers. Single-brand retailers 
have already been allowed to own up to 51 per cent in 
their India ventures, and other categories such as apparel 
and consumer electronics may also be opened, since 
there are no kirana lobbies of any significance here (see 
"We Need Tear-free FDI In Retail" on page 102). 
"India is at the peak of attractiveness for retailers right 
now," notes Raman Mangalorkar, A.T. Kearney's 
Head of Consumer and Retail Practice in India. 

As growth slows in their home markets, more and 
more foreign retailers will want to tap the Indian mar- 
ket. But don't expect them to sweep out their local rivals 
overnight. For several reasons. One, single-brand 
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The Organised Retail Pie 


Clothing and groceries account for half of it. 
TOTAL: Rs 9,30,000 crore 


ORGANISED RETAIL: Rs 28,000 crore 





Footwear 8 






Furniture & 
Furnishings 
Catering Services 
Jewellery 


Figures are percentage of organised retail revenues Source: Motilal Oswal 


retailers in themselves are no major threat, since their 
fortunes will be determined by how well they build their 
brands and customer loyalty. For an Ikea or Starbucks, 
both of whom could be entering India soon, that may 
not be a problem, but how about a Marks & Spencer 
or Debenhams (the former is already present in India, 
while the latter has announced its intention to come)? 

Regulatory reasons apart, the retail landscape in 
India is too complex for a new entrant to handle on his 
own. Acquiring and developing real estate alone can be 
a major challenge. That’s possibly one reason why 
even Wal-Mart, the Big Daddy of retail, follows a 
partnership strategy for its overseas forays. Another big 
challenge for the foreign retailer would be to develop 
a value proposition that appeals to mass market con- 
sumers. Says McKinsey’s Vittal: “It’s too early to say 
who'll win or lose in the coming retail battles, but | 
think the local players could be the winners.” 

There are other hurdles that could trip up not just 
the foreign retailer but also the home-grown players. 
Supply chain is incredibly complicated, thanks to mul- 
tiple regulations, poor roads, and a near absence of cold 
chains. Retail talent, especially at the middle and top 
levels, seems to be in short supply. Therefore, retailers 
flush with funds to invest may find that they have no 
management bandwidth. Importantly, no organised 
retailer in India has had to deal with a downturn. 
How they derisk their business models to cope with a 
slump will be important too. But as Technopak’s 
Sahni says, “There are just too many opportunities in 
the industry right now to talk about losing.” He could 
well be speaking for the industry. 
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INTERVIEW II KAMAL NATH 








“We Need Tear-free 
FDI In Retail" 


S THE UNION COMMERCE AND 
Industry Minister of two 
years, Kamal Nath has been a 
tacit supporter of FDI in re- 
tail. Recently, Nath managed to get 
consensus on and approval for 51 
per cent ownership by single-brand 
retailers. However, allowing multi- 
brand retailers like Wal-Mart in may 
be some time away. In an interview 
to Business Today's R. Sridharan, 
the minister—wbose book rack at bis 
office in Delbi's Udyog Bhawan 
sports a copy of Sam Walton's 
autobiography Made in America— 


explained why: 





At the Hanover Technology Fair in late 
April this year, you said that you would 
announce the “second stage” of retail 
reforms by mid-June. Are you on track, 
and what exactly does it entail? 

Retail is not an easy sector to deal 
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with when it comes to FD! (for- 
eign direct investment). As you 
know, 97 per cent of the trade is 
dominated by mom-n-pop stores 
and the sector is the second-largest 
employer after agriculture (6-7 per 
cent of the total workforce is 
employed in retail). Opening of 
FDI in retail should not displace or 
replace the existing small players, 
and any decision on this has to be 
based on the widest possible po- 
litical consensus and stakeholder 
consultations. 


But the threat to kirana stores is from 
any big player, it doesn't matter 
whether he is Indian or foreign. 

You have a point, but the general 
apprehension is that global retail 
chains, with their deep pockets, 
would be able to sustain losses for 
many years till their immediate com- 
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petitors are wiped off. The preda- 
tory pricing strategy of large retail- 
ers would drive out small retailers, 
resulting in job losses. Again, these 
are only general apprehensions. 


Yet, you have allowed single-brand 
retailers to come in with 51 per cent 
equity ownership. 

| think consumers would benefit 
from foreign investment in seg- 
ments like consumer durables, 
apparel or even home improve- 
ment. We are going to host the 
Commonwealth Games in 2010, 
can you think of any one big retail 
store where you can get all sorts 
of sports goods? Is there a hard- 
ware store you can go to for do-it- 
yourself home improvement? So 
far, investments in the organised 
formats have only taken place at 
the front end (outlets), while the 
back-end (supply chain) has not 
attracted investment. 


Unless you allow big retailers why will 
anyone invest in the back-end—even if 
you allow FDI here? 

We have not taken any decision in 
this regard, but we must evolve a 
model that results in an incremental 
growth of the organised retail sector, 
generates new jobs, and attracts in- 
vestment not merely in outlets, but 
also in the entire supply chain, lo- 
gistics and other services. 


When do you think some further open- 
ing up of retail to FDI will happen? 
We are looking at how to address all 
the issues | mentioned earlier and 
we have asked foreign retailers also to 
give us a tear-free model, but I don't 
think we have set a date for it. 


Do you think your allies' victories in the 
five states will strengthen the UPA 
government's hand and allow for 
greater reforms, and in retail in specific? 
Certainly, we believe that much 
more consolidation is happening 
in Indian polity, and that bodes 
well for reforms in general. 
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Arguably India’s most dynamic and multi-faceted construction 
company, B L Kashyap & Sons Limited has been redefining the 


construction industry for over 16 years. At BLK, dynamic management 
and progressive practices combine with state-of-the-art equipment 
and quality manpower to create construction masterpieces across 
the Indian landscape. From corporate offices to technology parks to 
factories to luxury apartments and more, BLK is building the new 
India with constructions of excellence. 


B L Kashyap & Sons Limited 

A-21/B-1, Mohan Cooperative Industrial Estate, 

Mathura Road, New Delhi 110 044, India 

Tel: +91 11 4167 9800 - 12 Fax: +91 11 4167 9815 i | KASHYAP 
Email: info@blkashyap.com 

www.blkashyap.com WE BUILD YOUR WORLD 
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If the retail game is all about economies of scale, what 
happens to small regional players? Answer: They won't 
just survive, but thrive. E. KUMAR SHARMA 


EN LESS THAN A DECADE, R. 
| Subramanian has turned his no- 
| frills retail outfit, Subhiksha, into 

ย ล 183-store chain with Rs 332 

crore in annual revenues. And he's 
done that by restricting himself to 
largely Tamil Nadu (140 stores), 
although Subhiksha has stores also 
in Bangalore and Hyderabad (30 
and 13, respectively). Yes, he does 
have plans for cities such as Delhi 
and Mumbai, but Subramanian 
would rather gain critical mass in 
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one region before moving to the 
next. “At some level, economies of 
scale are more in dominating a 
region than in having a mediocre 
presence across multiple regions," he 
explains. Put simply, that means a 
50 per cent share in one region is 
better than 10 per cent share each in 
five different regions. 
Subramanian, who intends to 
have at least 2,500 stores in another 
five years, isn't the only regional 
retailer staying put in and around 


His no-frills approach seeks to 
gain critical mass in one region 
before moving on to the next 


the base state. All his peers— 
including durables retailer Viveks, 
supermarket chain Nilgiri's and 
Trinethra—have similar plans (see 
Regional Giants). Viveks, for 
instance, plans to add 100 stores 
to the 53 it already has, but pri- 
marily in southern India (although 
it does have a five-year pan-India 
plan). Nilgiri's, which has revenues 
of Rs 275 crore coming from four 
self-owned and 28 franchisee stores, 
will open 80 to 95 stores over the 
next three years, but once again in 
the home state of TN, and neigh- 
bouring Karnataka and Andhra 
Pradesh. Ditto Trinethra, which 
was sold to private equity firm India 
Value Fund Advisors by its original 
promoter, Anjaneyulu Kakkera. The 
127-store Trinethra plans to touch 
200, but only in Andhra, Karnataka 
and TN. Kakkera has gone on to 
float a hypermarket chain called 
Magna, which also intends to stay 
focussed initially on the five states of 
Andhra, Karnataka, TN, Maha- 
rashtra and Delhi. Again, a pan- 
India presence is on the cards, but 
not for the next three to five years, 
reveals Kakkera . 

There are good reasons for 
retailers not wanting to stretch 
themselves thin. One is, of course, 
the differences in regional prefer- 
ences and tastes. Did you know, 
for instance, that rice eaters in the 
South prefer the ponni variety, while 
those in the North like the long- 
grained and aromatic basmati? *Five 
years ago, the share of branded 
products (in store sales) was around 
30 per cent. Now, it is 50 per cent," 
says C. Gopalakrishnan, Managing 
Director of Nilgiri's, implying how 
store-owned brands better match 
local preferences. 

For a retailer, achieving 
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REGIONAL GIANTS 


The regional players want to build their presence in neighbouring 
States before venture out nationally. 


SUBHIKSHA 

EXISTING OPERATIONS: 140 stores in Tamil Nadu, but has made a soft 
launch in Bangalore (30 stores) and Hyderabad (13 stores). 

REVENUES: About Rs 332 crore. Does roughly Rs 2 crore per store per 
annum. 

GROWTH PLANS: To go national, but in a regional way, working in each 
region as a regional player. Is opening in Delhi/NCR, Gujarat and 
Mumbai, besides adding stores in Andhra Pradesh and Bangalore. Over 
the next 12 months, would be opening a large number of stores (maybe 
750-800). Five years from now, plans on having at least 2,500-3,000 
stores. 


FUNDING PLANS: Has already raised Rs 150 crore by way of equity and debt. 


VIVEKS 

EXISTING OPERATIONS: Has 53 stores spread across Tamil Nadu and 
Karnataka, with over 222,000 sq. ft of retail space, supported by three 
warehouses of over 58,000 sq. ft. Has stores in 19 cities and towns, 
and under three different brands: Viveks, Jainsons and Premier. 
REVENUES: More than Rs 300 crore. Expects to touch a turnover of 

Rs 1,000 crore in another five years. 

GROWTH PLANS: Looking to grow initially in South India, followed by other 
regions, leading eventually to a pan-India presence. Broadening 
categories to include computers, digital cameras and telecom products. 


FUNDING PLANS: To tap either private equity investors or retail investors, 
besides debt and internal accruals, to fund the Rs 125 crore it will need 
to add another 100 stores over the next three years. 


NILGIRI'S 

EXISTING OPERATIONS: Four supermarkets run by the promoter family. 
Those apart, there are 28 franchisee outlets spread across Karnataka, 
Tamil Nadu, Pondicherry, Kochi and Andhra Pradesh. 

REVENUES: Rs 275 crore in 2005-06 and expects to do more than 

Rs 350 crore in 2006-07. 

GROWTH PLANS: Over the next three years, to add 25 to 30 stores in 
Karnataka, 35 to 40 stores in Tamil Nadu and 20 to 25 stores in 
Andhra Pradesh. 


FUNDING PLANS: Evaluating various options, but is most likely to rope 
in a strategic investor soon. 


TRINETHRA 

EXISTING OPERATIONS: 127 outlets (including 14 in Chennai and 25 in 
Bangalore— previously these were of Fabmall). 

REVENUES: Rs 190 crore 

GROWTH PLANS: To focus on South India first rather than be thinly spread 
nationally. The goal is to reach 200 stores in Andhra, Karnataka and 
Tamil Nadu by March 2007. In November last year, it entered Chennai. 
Is today adding four to five stores per month in Chennai and Bangalore. 
FUNDING PLANS: The retailer is largely owned (over 75 per cent) by India 
Value Fund Advisors, a private equity firm. Therefore, a strategic sale 
may not be too far in the future. 
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VIVEKS' KODANDARAMA SETTY 
The consumer electronics retailer 
sees consumer loyalty as its pay-off 
in being wedded to a broad region 


economies of scale in purchase while cus- 
tomising products to fit the profile of 
different stores will be expensive and 
cumbersome, if not impossible. Why? 
Because any large retail chain operates on 
a hub-and-spoke model, and being in, 
say, four different regions would mean 
creating four hubs without any guarantee 
of four-fold increase in revenues. Says 
Subramanian: “Mindless expansion is 
not the answer. Regional retailers need to 
understand their strengths and dig deeper 
within their region, but they could expand 
horizontally into more categories." 

While that may be true in the case of a 
supermarket, does a consumer electronics 
and durables retailer like Viveks need to 
worry about regional preferences too? 
"Various studies and consumer surveys 
have revealed that consumers tend to 
trust our name more than the brand itself," 
says B.A. Kodandarama Setty, Chairman 
and Managing Director of Viveks. 

As Kavil Ramachandran, Professor 
of Entrepreneurship at the Hyderabad- 
based Indian School of Business says, the 
entry of bigger players will mean changes, 
"but with growing consumerism and 
sharp regional preferences, both big chains 
and regional players can co-exist”. After 
all, retailers aren't dealing with one India, 
but multiple Indias. 
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Retailers like Mango (left) and Tommy Hilfiger have a 
limited market for their high-priced products in a nation 


that has just 6 million rich households 





Foreign retailers are happy to have a limited presence in the country, until 
regulations and market growth allow them to expand. sHALEEN AGRAWAL 


ANGO, A SPANISH RETAILER 

of women’s fashion cloth- 

ing, has been in India for 
| lalmost five years now, and 
guess how many stores it has in the 
country? A measly three, with one 
each in Mumbai, Delhi and 
Bangalore. Marks & Spencer (M&S), 
one of UK's best-known retailers 
selling everything from foods to 
apparel to financial services, has a 
bigger presence in India, but only 
sells clothes and that too through 
nine stores, although it has been 
around for five years too. So why 
aren't foreign retailers like Mango 
and M&S expanding faster in the 
country. One reason is, of course, 
that they were not allowed until 
very recently to invest directly in 
retail. So both of them work 
through franchisees: Mango has 
Major Brands India and M&s, 
Planet Sports, where Pantaloon 
Retail's Kishore Bivani owns a 49 
per cent share. 

The other reason—and the big- 
ger of the two—is the nature of 
the market itself. According to an 
Ernst & Young report on Indian 


retail, there are 209 million house- 
holds, of which just 6 million are 
considered ‘rich’—that is, having 
an annual income of over $4,700, 
or Rs 2,11,500. More than half of 
these ‘rich’ families live in Delhi, 
Mumbai and Bangalore, and spend 
around $18 billion (Rs 81,000 
crore) each year. Given that prices 
of clothes at Mango and M&S start 
at an average Rs 600-750 for T- 
shirts and tops, and Rs 1,000 for 
formal shirts, there aren't too many 
people outside the metros who can 
afford shopping at these retailers. 
Says Isak Halfon, Head (Expansion), 
Mango: “Mango offers fashion- 
quality products to its clients, and 
that naturally positions the brand in 
a reduced segment of customers 
who are familiar with the brand 
and can afford it." 

Elsewhere in the world, Mango, 
which has 750 stores in 73 coun- 
tries, is an affordable mass market 
brand. So why is Mango positioned 
as a premium brand in India? Again, 
the reason has to do with the lim- 
ited size of the market. Explains 
Asitava Sen, Principal Consultant, 


PricewaterhouseCoopers: “The scale 
of operations is an issue. They can- 
not do local sourcing because of 
the low scale and, therefore, end 
up charging a premium for their 
products.” Besides, why would this 
cream of Indian consumers buy a 
made-in-India Mango or M&s when 
it can shop for their clothes on any 
of their foreign trips? Says Suresh 
Bhatia, Director (Major Brands), 
the Mango franchisee: “In India 
duty structures are high and, there- 
fore, things are costlier.” 

Yet, not only will more foreign 
retailers enter India, but the existing 
ones will expand. Mango plans to 
open five to seven stores over the 
next two years; M&S hopes to roll 
out 50 new stores by 2011; and a 
host of others—ranging from 
Starbucks to Home Depot to Ikea to 
Tesco—is tying up their entry plans. 
Says Sen: “They are all interested in 
going to a market where the growth 
potential is huge. In the next 10 
years, they will have a chance to 
expand at their will.” For most of 
the foreign retailers, not being in 
India is not an option. 
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As 
GREENING INDIA 

Top companies have 
spotted new opportunities 
in exporting farm produce 


Fixing The Farm — 
Supply Chain 


About $12 billion worth of fruits and vegetables is lost 
every year due to a poor supply chain. Corporate buyers 
could change the scenario. SHALEEN AGRAWAL 


ERE'S A STATISTIC THAT JUST 
doesn't make any sense: 
India is the second-largest 
producer of fruits and veg- 
etables, and yet it has less than 1.5 
per cent share of the world trade in 
fresh produce. And that's not bec- 
ause Indian consumers are gorging 
on apples and cucumbers. Rather, of 
the 146 million tonnes of fruits and 
vegetables that is produced in the 
country annually, between 36 and 
44 million tonnes simply rot before 
they reach the dinner plates. 
According to estimates, the wastage 
is worth $12 billion (Rs 54,000 
crore). *The cold chain infrastruc- 
ture just hasn't kept pace with the 
revolution in agriculture over the 
last 50 years," says Rakesh Mittal, 
Vice Chairman, Bharti Enterprises. 

His is one of the companies, 
besides Gautam Thapar's Global 
Green and Mukesh Ambani's 
Jamnagar Farms, that has spotted 
the opportunity in fresh produce. In 
a joint venture with the Rothschilds, 
Bharti has launched FieldFresh to 
export fruits and vegetables to the 
UK, Europe and the Middle East. 
In 2007-08, FieldFresh plans to 
export 30,000 tonnes of produce. 
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An equal amount will be sold 
domestically too. Thapar's Global 
Green already does Rs 100 crore in 
export revenues selling mainly 
gherkins to the western markets, 
but there are plans to boost rev- 
enues to Rs 4,500 crore in the next 
four to five vears. 

While the potential in fresh pro- 
duce is compelling enough, man- 
aging the steps in between harvest 
and consumption is incredibly dif- 
ficult. Among its early shipments, 
FieldFresh lost several containers 
of grapes, mushrooms and okra. 
Why? As it turns out, the existing 
cold chains are barely good enough 
to handle a sturdy crop like potato, 
so handling sensitive fruits and veg- 
etables like grapes and okra is a tall 
order. Ergo, wannabe corporate 
agri exporters are having to start 
from scratch, and do everything 
from crop research to contract farm- 
ing to farmer education to investing 
in reefer facilities. Says Yashpal Jain, 
Managing Director, Snowman 
India, a 10-year-old logistics firm 
promoted by Mitsubishi: *When 
the big retailers come in, not only 
will volumes go up, but also farm 
practices will improve." 






THE SECOND 


GREEN 
REVOLUTION? 





OT TOO LONG AGO, WHEN PEPSICO 

wanted to educate its con- 
tract farmers in Punjab about citrus 
farming, it actually flew 22 of them 
to orange farms in Florida. PepsiCo 
has been one of the first companies 
in India to do contract farming, 
but now the cola-and-foods giant 
and several other Indian companies 
have drawn up ambitious plans 
for corporate farming, thanks to 
recent and forthcoming changes 
in the Agricultural Produce 
Marketing Committee (APMC) Act 
of various states. Punjab, Haryana 
and Gujarat were always corpo- 
rate-friendly, but Maharashtra too 
recently cleared a contract farming 
Bill. And while Uttaranchal is yet to 
amend its APMC, it has allowed 
companies (such as Reliance Agro 
and ITC) to buy flowers, fruits and 
vegetables directly from farmers. 
Tamil Nadu, Uttar Pradesh and 
Bihar too have provisions for direct 
marketing, but there’s no immedi- 
ate plan of amending the act to 
allow contract farming. 

Given the monumental wastage 
that takes place in fresh produce 
every year, corporate farming could 
be a boon for Indian farmers. 
PepsiCo, for instance, is setting 
up a citrus greenhouse in Punjab 
with a capacity to grow 4.3 million 
plants—the highest in the world. 
Says Rakesh Mittal, Vice Chairman, 
Bharti Enterprises: “Our Agri Centre 
of Excellence (in Ludhiana, Punjab) 
will carry out crop trials, modern 
farming techniques, plug plant 
trials and intensive research and 
development.” Corporate farming, 
then, could be a win-win proposi- 
tion for all—the company, the 
farmer and the consumer. No won- 
der, some are calling corporate 
farming the second Green 
Revolution, 
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The Future Stores 


By 2010, organised retail could be a 
$33-billion industry. What does it 
mean for the channels? 







Chemists 
6 Figures in per cent 
RETAIL UNIVERSE 
8 2005: 0.68 million — 88 2010: 0 93 million 

8 2015: 1.4 million 





NY RETAIL INVESTOR LOOKING TO THE MATURE 

industry in the West for clues to future strategies 

should know this: The Indian retail landscape 

need not necessarily mimic the evolutionary 
patterns of retail industries elsewhere. For one, 
according to a study being done by McKinsey & Co., 
consumer habits in India—even in terms of broad 
metrics like savings rate—are vastly different from 
those in supposedly comparable countries. In China, 
McKinsey’s Ireena Vittal points out, the average savings 
rate is 45 per cent, but the young have a lower rate of 
27 per cent. In India, the difference is yawning: 27 per 
cent versus 10 per cent, indicating that the young 
Indian consumer is more confident of her future and, 
thus, happy to spend. 

For a retailer, differences such as these make cater- 
ing to the Indian consumer that much more difficult. 
So what sort of stores should the retailer be setting up 
and what should he be stocking in them? Delhi-based 
consulting firm Technopak has a retail evolution 
model called TREM that tries to predict how the various 
retail channels (ranging from the cigarette shop to 
the modern retailer) in three geographic categories— 
metros, mini-metros and class-I towns, and class-Il 
towns and below—will change in response to com- 
petition. The model, based on trade data analysis and 
survey of 1,307 retailers in 10 different categories, 
points to some interesting trends. Based on current 
growth, the share of modern format stores in metros 


1.8 Baby Stores 


Figures in per cent 

RETAIL UNIVERSE 

พ 2005: 0.83 million เพ 2010: 1.12 million 
เพ 2015: 1.64 million 





Class-Il Towns And Below 


is likely to grow from 3.5 per cent to 16 per cent by a d at 
2015. However, if the promised investment in modern แพ 2005: 5.61 million 1 2010: 6.71 million 
retail takes place, its share could jump to 32 per cent W 2015: 9.53 million 
(see Format Shares And Geographies). m Figures indicate channel share by value Source: Technopak 
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Bollywood lines up IPOs again. 
Any hope for happy endings this time? 


IRTFOLID MANAGEMENT DAN SEB) DU MORE? MORTGAGE GOVERS 
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Almost all the public issues 
launched by the movie world 
have had disastrous runs on the 
bourse so far. Now, a fresh bunch 
of IPOs is lining up. Should you 
Duy? KRISHNA GOPALAN 


EMEMBER BOLLYWOOD'S B-MOVIES OF 

the 1980s, even the ones featuring 

A-list actors? Most of the breed would 
come to a thunderous climax in the bad man's 
lair, usually a cavernous underground complex 
replete with flashing lights, sliding panels, 
spinning blades of the kind that have suddenly 
emerged in popular computer games, crocodile 
pits and colour-coded buttons to set off bombs. 
Well, if you thought them elaborate or com- 
plex, you obviously haven’t encountered the 
world of Bollywood finance. Behind the seem- 
ing ease with which money flows into bigger 
and bigger projects, there’s little understand- 
ing (outside a tiny clique of insiders) of how 
the industry’s business model is structured. 

What is clear, of course, is that the enter- 
tainment industry needs money, plenty of it, 
enough to fund big-budget motion pics that 
cost Rs 50-75 crore. Even today funding for 
the typical Bollywood pic comes from several 
sources (although the buzz in the industry is 
that the involvement of D-company in such 
ventures has reduced): banks and financial ins- 
titutions, internal accruals, private financiers, 
private equity firms, even the 
public. That last involves raising money 
from the market by making an initial public 
offering (IPO) as several companies have done. 
While this gives the industry access to a new 
source of funding, it also involves issues related 
to transparency and accountability. 
Worryingly, though, Bollywood's listed 
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Slide Show 


Figures are adjusted closing pnces เก RS on BSE since song 





firms have not quite made the mark 
in this respect. The track record of 
some that went public in recent 
times is far from impressive, with 
investors having lost out in almost 
all cases. Their performance becomes 
significant at a time when several 
of their peers are again looking to 
tap the market, and raise some 
money while the going is good. 


The Story So Far 

The thing about Bollywood (or for 
that matter production houses cater- 
ing to regional markets) is that it 
manages to attract investors, irresp- 
ective of performance. One of the 
earliest companies to make an IPO, 
in 1989, was Chennai-based Gv 
Films promoted by the late G. Ven- 
kateswaran, the brother of hotshot 
director Mani Ratnam. The scrip's 
issue price was Rs 10 and it cur- 
rently trades at Re 0.94. 


Picture Imperfect 


| Sep. 13, '00 
3 207.7 


Figures are adjusted closing prices in Rs on BSE since listing 








That would seem to be the case 
of most other listed Bollywood com- 
panies as well, with prices not com- 
ing close to the offer price (see Slide 
Show, Picture Imperfect) and 
investors seeing their hard-earned 
money go down the drain. Many are 
still holding on in the hope of seeing 
prices rise again, but in some cases, 
this seems almost a laughable hope. 

When Tips Industries went pub- 
lic in 2000-01, it raised about Rs 
100 crore, with shares being priced 
at Rs 325 a pop. The stock listed at 
Rs 332, went on to touch Rs 423 
shortly after that, and has since slid 
to Rs 38. Kumar Taurani, Managing 
Director, Tips Industries, explains 
that the first few years after the 
company listed were pretty hard. “It 
was a bad phase in Bollywood when 
about 30 films flopped on the trot. 
It was important to ensure that the 
company was brought back on 





Nov. 20, 00 332.35 


Source: CMIE 


track.” Unfortunately, Tips decided 
to acquire the music rights for 
Subhash Ghai’s Yaadein for a massive 
Rs 8.5 crore, and went on to lose al- 
most three quarters of its investment 
when the film flopped. Not only 
Tips, but Ghai, too, lost heavily. 
For Ghai, Yaadein was the first 
release after his company Mukta 
Arts went public in 2000. The stock, 
like its peers, has been a serious 
underperformer. To analysts, the 
company’s huge dependence on the 
Subhash Ghai brand has been the 
single biggest concern. However, 
Mukta’s CEO Ravi Gupta says a 
business like film-making will always 
have a long gestation period: “A 
film not working is part of the 
entertainment business. Mukta Arts 
has invested in a host of initiatives.” 
Ghai, meanwhile, has attempted to 
fashion a studio model, where other 
directors can make films under the 


Source: CMIE 


2006 BUSINESS TODAY 115 


JUNE 4 


1NnVd 1 จ ง ห ม 1 ล AG SOLHAVED 


ร ร ๆ TUN Ta - จ g" Gras 
| . 


Lo 





bt money 


Script Gone Wrong 


COMPANY 


Cinevistaas 1922 27.33 





Creative Eye | IAM 11.03 
GVFilms — — à 158] à — 256 
Mukta Arts CS UY "2L 68 
Tips Industries 5097 3 25.99 
Pritish Nandy Comm. — 4025 30.71 
Figures in Rs crore *Profit after tax 


Mukta banner. Iqbal, one such ini- 
tiative (and a recent one), met with 
considerable success. 

While no one denies that film 
production is vulnerable to the vag- 
aries of public fancy, the question is 
how to make it less so. Some com- 
panies have tried derisking bv ven- 
turing into areas like television. 
Cinevistaas, for instance, made tel- 
evision and ad films before getting 
into film production and distribu- 
tion in 2001-02 with movies like 
Garv, Shhbbb Koi Hai and Yeh Moh- 
abbatein. The stock, however, 
quotes at about Rs 27, way below its 
offer price of Rs 300. Chief 
Executive Sunil Mehta did not resp- 
ond to BT’s queries. Nor did Pritish 
Nandy Communications, which 
also started off as a TV content bou- 
tique before moving into films. 
Although among the few to have 
improved performance (net prof- 
its moved from Rs 1.35 crore in 
2002-03 to Rs 4 crore in 2004- 
05), the company's stock has per- 
formed rather indifferently. Against 
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an offer price of Rs 150, it quotes at 
around Rs 54. 

The bad news for investors is 
that most of these stocks will take 
more than a while to recover, and 
no one is sure what it will take to 
turn the tide. Tips has managed to 
bring its losses down from Rs 19.63 
crore in 2002-03 to Rs 7.03 crore in 
2004-05, but Mukta Arts' per- 
formance has steadily dropped over 
the same period, with a net profit of 
Rs 7.12 crore becoming a net loss of 
Rs 17 crore. (see Script Gone 
Wrong). “Today, the rules of the 
game have changed and we have 
got norms like book building. It is 
clear that the name of one person is 
not enough to sell (a company),” 
points out Chandir Gidwani, Vice 
Chairman, Centrum Finance, who 
was involved in the Adlabs IPO. 


The New Ones 


Investors might be disillusioned, but 
movie moghuls are not; many 
companies are standing by with 
new offers. Ram Gopal Varma's 


1.36 








IN 
EC HS) | 1946 1 1 — : 6.21 
se 7143 IBS > 7-928. 3.035 
48.00 7.12 3.39 -16.99 
23331 “19,95. 2 จ 291703 
34.89 1.35 2.56 401 
Source: CMIE 
IPOs In The Works The Factory is looking to be listed 
by August this year, while every- 
; el body is talking about an IPO from 
Puja Entertainment 300 Expected tohit — pi, B’s ap Corp. (see POs In The 
Vioc J Works). It seems logical that inv- 
early-2007 estors will be a little scared. 
AB Corp. | 200 Expected — “Obviously, investors are wary. 
within What is important is that companies 
a year hitting the market need to have 
BR Films 100 No date fixed larger and more scalable business 
The Factory 100 Tohitmarkets models,” says Salil Pitale, Vice Pres- 
in August ident, Enam Financial Consultants. 


That, the inability to scale up, 
has been the bane of companies so 
far. Can entertainment firms learn 
to do that and become more cor- 
porate-like in their approach? P. 
Phani Sekhar, Research Analyst 
(Media), Angel Broking, believes 
so, and cites instances of such firms 
hiring professional managers. 
"However, the inherent risk in the 
business has not been mitigated com- 
pletely," he qualifies. Movies, for 
those who miss the implication, con- 
tinue to be dangerous investment. 

Quite apart from box office dyn- 
amics, companies have to revisit 
the way they work and business 
models (for instance, do they buy 
music outright or opt for profit- 
sharing deals?). 

Ergo, investors had better be 
extra cautious when this round of 
entertainment IPOs comes up. The 
issues are bound to be steeply pri- 
ced, given the prevailing bull run. 
Research companies carefully before 
taking a decision, or give these IPOs 
a pass altogether. At the very least, 
ensure that this time around the 
scripts are word perfect. 
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WE WON'T, | 

FOR PRETTY MUCH 
THE SAME REASON. 










Presenting the 'Do Not Call' option. 
An initiative from ICICI Bank. 


At ICICI Bank, we try to offer you the very about our many offers, simply visit our 


best schemes and services. However, we website, and enroll yourself for the 'Do Not 
also respect your privacy and realise the Call’ option. We will try to make sure that 
value of your time. So, if you prefer not to you no longer receive any calls from us 


receive calls from our marketing executives Unless, of course, you choose to 
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To register for the 'Do Not Call' option, visit www.icicibank.com. 











WINNING 


Mutual funds make best sense in an erratic market. And a little strategy goes a long 
way in building that perfect MF portfolio. MAHESH NAYAK 


N 2000, THE SENSEX CROSSED THE 6,000 MARK. IT 

then took almost five years to cross the 7,000 

mark. In February 2006, the magical 10K goal was 
reached. From 10K to 11K took 42 days, while the 
flight to 12K was completed in just 15 trading ses- 
sions. Euphoric, yes, but that speed also leaves you a tri- 
fle breathless. It's the kind of situation when you want 
to be the wise man at the game table, cash in your chips 
and quit. But... what if you turn out to be the wimp 
that left before the party really got swinging? We 
agree, it's a tough call. To make matters worse, the mar- 
ket is now at a highly volatile stage—in the past one 
month, average intra-day volatility in the index dou- 
bled to 2.2 per cent from 1.2 per cent the preceding 
four months. 

But one thing is clear, this is no time to quit. As 
Hemant Rustagi, CEO, Wiseinvest Advisors, says: “Irre- 
spective of the market, you have to be in equity.” The 
economy's swinging, companies are growing at 20-40 
per cent year-on-year, liquidity is still fairly high and for- 
eign funds are still coursing in. So, volatility should not 
frighten you off equities. But can you make equity 
investment safer? Yes, definitely. How? The answer is 
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CONTR WIN, ide 


the unsurprising old one: move to mutual funds (Mrs). 

Just deciding to buy Mrs is not really enough, 
though. There has got to be some science to it. A bit of 
strategy that decides what funds you buy, how many, 
and how long to hold them. These decisions are shaped 
by your age, your risk-appetite and your financial 
goals. One thumb rule, says Rustagi: *The investment 
view in equity should be long term. Don't try to time 
the market; and keep expectation of returns realistic." 

Unlike the past few years, the movement in the 
stock market is unlikely to be linear, as investors book 
profits and bring down the graph. And it would be fool- 
ish to expect returns of the magnitude achieved over the 
past three years. But you can certainly expect 55-60 per 
cent returns over the coming four to five years. Says 
Thomas Gerhardt, Head (Global Emerging Markets), 
DWS Investment: “Equity markets are a reflection of cor- 
porate performance. With corporate earnings expected 
to grow by 15-20 per cent in the next five years, we 
think the index will also follow." 


The Strategy 


"Keep it simple and get into the discipline of investing 


AV 


The best relationships 





understanding. We spend most of our 


are based on perfect 


management day listening to our customers, 
understanding their needs, appreciating 
their fears and participating in their dreams. 
This treasure of consumer knowledge we 
have gathered is our valuable asset. It helps 
us create products and services that help our 
customers win. 


ศ์” c Y- 

“| have 

sleepless nights 
when | feel 

| might not be able 
to pay the next 
instalment in time” 


Murtu Kempegowda 
Hosur | à 


Insights that help us win. 





DHFL is the second largest housing finance company in the private sector, with an asset base of over Rs 2200 Crores and Retum on Equity of 16.85% *. DHFL 


www.dhflcom  infocdhil.com 
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How They Match Up 











Prudential ICICI Income Multiplier Reg Above Average 
UTI Mis-Advantage Plan Above Average 
HDFC MIP Long-term Above Average 
Reliance MIP High 

LICMF MIP Above Average 
Magnum Multiplier Plus High 
Prudential ICICI Dynamic High 

Magnum Contra Low 
Sundaram Select Midcap Average 
Magnum Global Below Average 
ING Vysya Tax Savings Not Rated 
HDFC Taxsaver Low 

Prudential ICICI Tax Plan Above Average 
Sundaram Taxsaver Average 
Principal Tax Savings Below Average 


Source: valueresearchonline com 


regularly," says Rustagi. How much equity and how 
much debt? The thumb rule: 100 minus your age 
should be the percentage of your total investment in 
equity. Some basic rules: Don't get dazzled by past per- 
formance alone as a fund's benchmark. This is no 
guarantee that future performance will follow suit. 
Look instead for consistent returns over a period of 
time, and avoid funds which have shown volatility. For 
instance, if Fund A's returns over four years are 15, 20, 
10, and 15 per cent, its average returns are 15 per 
cent. Fund B might give a similar 14 per cent, but its 
returns pattern might be 20, 35, -7 and 8 per cent. 
Clearly, Fund A is a better choice and less likely to give 
you a heart attack. Next: look for the fund's asset 
allocation, which is vital since it Shows how the fund 
has used diversification to manage risk. The scheme 
must justify its higher risk by showing far higher 
returns consistently. 


Portfolios 


Your individual fund portfolio should be built 
according to your risk taking ability, using a careful 
blend of equity and debt. The equity component itself 
should have a mix of large and mid-caps stocks, some 
thematic or contra funds, plus tax saving schemes. The 
debt portion should be a mix of floaters, short-term 
plans and fixed maturity plans. With interest rates ris- 
ing, it would be advisable to take short calls on debt, 
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High 
High 
High 
Above Average 
Above Average 


Above Average 
Average 

High 

High 

High 


Not Rated 
Above Average 
High 

Above Average 
Average 


Before You Buy 


EXPENSE 
R CEN INE YEAR) 0 
24.41 2.11 
22.34 1.6 
21.76 1.91 
2099. |. 2.0 
20.65 2.09 
125.78 2.25 
125.37 2.16 
121.92 2.10 
121.59 2.31 
118.03 2.25 
105.04 2.9 
105.01 2.39 
104.71 2.36 
102.53 2.50 
101.26 2.46 


Sure, mutual funds are safer than buying equity 

directly. Even so, do your homework before 

buying. Here are sorne tips: 

@ Past performance is an indicator, but can be mis- 
leading. Check for consistent performance, even during 
bear phases. Go for funds with three to five years 


track record 





€ Don't go by absolute per- 


formance figures alone. Check 
the fund's risk-reward ratio, 
measured by standard devia- 
tion or beta. If a fund has 
taken extra risks, its returns 
should be commensurately 
higher to compensate 


€ A scheme's AUM (assets under 


management) is an indicator 
of the amount of confidence it 
has managed to generate, and 
large AUMs are overall a 
good sign 


€ Importance of fund management cannot be over- 
stressed. Find out the fund manager's performance 
record and see if his quitting will affect your scheme's 


performance 


€ Alow expense ratio is a good sign in funds 





\ New Fund Offer (NFO) closes on 9th June 2006 
| Unit at Rs. 10/- each. 


| 
| 
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Since markets can go Or 











With a hedging option that aims at 
minimising risks and maximising returns. 


TATA 


NO ENTRY LOAD EQUITY MANAGEMENT 
DURING NFO FUND 





Ahmedabad: Tel: 55418989, 26466080. Bangalore: 57561313, 55335986, 55335987, Chandigarh: 2605320, Mob.: 9815950680. 
Chennai: 24320032, 55510243, Delhi: 55303252 / 53, Hyderabad: 55510249, 55548290, Jamshedpur: 2756021 / 22 / 23, Mob.: 9334817057. 
Kolkata: 22881534 / 22883413 / 22883415, Mob.: 9831322275, Lucknow: 4001731, Mob.: 9839225120, Mumbai: 66315191 / 2 / 3, Pune: 66052827 / 8 / 9 


SMS: 'TMF' to 7575 MI India Toll Free No.: 1800-22-0101 


E-mail: kiran@tataamc.com Website: www .tatamutualfund.com 


Nature of scheme : An 18-months closed ended equity fund with an automatic conversion into an open ended scheme on expiry of 18 months from the date of allotment. During the closed ended period, s 
weeldy exit option is available to investors. Sale at Rs. !0/- per unit for cash at face value during the NFO and after conversion into an open ended scheme at NAV based price. Minimum Investment 
Amount: Rs. 5000/- and in multiples of Re. !/- thereafter. investment Objective: The primary investment objective of the scheme is to seek to generate capits! appreciation & provide long-term growth 
opportunities by investing in a portfolio constituted of equity & equity related instruments and the secondary objective is to generate consistent retums by investing in debt and money market securities 
| investment Pattem: Equity: Minimum 65% of Funds Available / Net Assets. Maximum of 100% of Funds Available / Net Assets. Debt and Money Market: Upto 35% of Funds Available / Net Assets 
| Applicable Load Structure for applications received during NFO period - Entry Load: Nil; Exit Load: Nil. New fund offer (NFO) expenses upto ธ maximum 6% of the amount mobilized will be charged to 
| the scheme and shall be amortised over a close ended period. NAV publication and repurchase facility once every week during close ended period and on all business days after conversion into an open 
| ended scheme. in case of redemption before expiry of close ended period, proportionate unamortised NFO expenses wil be recovered from the redemption proceeds of the investors. Statutory Detalle: 
| Constitution: Tata Mutual Fund has been set up as a trust under the Indien Trust Act, 1882. Investment Manager: TATA ASSET MANAGEMENT LTD. Trustee: TATA TRUSTEE COMPANY PVT. LTD 
\ Sponsors and Settiors: Tata Sons Lid., Tata investment Corporation Lid. Risk Factors: All investments in Mutual Fund and securities are subject to market risks and there can be no assurance and no 





Quarantee that the Scheme will achieve its objective. As with any investment in stocks, shares and securities, the NAV of the Units issued under the scheme may go up or down depending upon the factors 

and forces affecting the capital market. Past performance of the previous schemes, the sponsors or its group affiliates are not indicative of and do not guarantee the future performance of the previous 

schemes, Tata Equity Management Fund is only the name of the scheme and does not in any manner indicate either the quality of the scheme, its future prospectus or the returns. The sponsors are not 
| responsible or liable for any loss resulting from the operations of the scheme beyond the initial contribution of Rs. | lac made by them towards setting up the Mutual Fund. For scheme specific risk factors 
| and other detalis please read the offer document carefully before investing. For offer documents and application forms, please contact your nearest Collection centers / AMC Offices 
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as rising interest rates could impact the price of papers. 
Overall, try to avoid investing in more than 10-12 
funds—chosen judiciously, these should ably meet 
your investment goals over a five- to 10-year horizon. 

The debt-equity composition varies according to age 
(see The Right Mix). A 30-year-old can weigh his port- 
folio 70 per cent towards equity. Says Nilesh Shah, 
Chief Investment Officer, Prudential ICICI Asset 
Manangement Company (AMC): “The young, first- 
time investor can ideally invest 50 per cent directly in 
equity funds, keeping the rest in systematic invest- 
ment plan (SIP) for the next six to 12 months. An 
aggressive investor can take his equity holding as high 
as 90 per cent or as low as 60 per cent.” The equity mix 
can include mid- and small-caps at this stage. Use 
growth funds, whose objective is to generate long- 
term capital appreciation and which invest 90-95 per 
cent in equity. The rest can be in pure mid-cap funds 
plus flexi-cap and thematic funds. 

The portfolio of a 45-year-old will vary. At this 
stage, you can add a dividend yield fund, and maybe a 
sector fund (like fast moving consumer goods) in your 
portfolio. At both these stages, continue with the SIPs, 
as the long-term benefits are undeniable and it keeps 
your portfolio risk under check. Up till this point, 
monthly income plans (MiPs) do not make sense, since 
you are in the earning stage. By this time, your equity 
exposure should have moved to a 60-40 tilt in favour 
of large cap over mid-cap stocks, while weeding out 
small caps altogether. 

Into your 50s-60s, the portfolio will change com- 
pletely. The main objective will now be to earn monthly 
returns rather than saving for the future. Equity 


exposure will drop to 35-40 per cent, and the ideal port- 


folio will be more conservative. Use funds with large- 
cap exposure and dividend yield funds, where the 
objective is to gain returns from dividend yield plus 
capital appreciation. A small portion of the invest- 
ment can go into flexi-cap and thematic funds. 

One basic rule for all age groups: avoid portfolio 
churning—new funds should actually meet your 
investment objectives to make sense. Second, avoid the 
temptation of buying schemes that use the dividend bait. 


The Right Mix 


Age: 25-30 เยอ: 45-50 


W Equity ไพ Debt 
Figures are allocations 
as per age 
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Do It Directly 


OU CHOOSE MUTUAL FUNDS SO SOMEONE ELSE WILL CHOOSE 

your stocks for you. Now, you can get someone to also 
choose your mutual funds for you. Meet the Fund of 
Funds (FoF). As a concept, it's great: rather than go 
through the tiresome process of vetting returns, risks and 
management profiles of a bewildering array of funds, you 
buy a fund that uses its expertise to itself invest in a select 
variety of funds. 

Unfortunately, as Hemant Rustagi, CEO, Wiseinvest 
Advisors, says, "Issues like taxes and higher costs make the 
product unbeneficial for investors." Despite FoFs investing 
in equity mutual funds, they are classified as debt funds, 


The Numbers 
meonw: — —  EHIZIZIZEJ 


Prudential ICICI Very Aggressive Plan-Growth 7 7 2 0871 
Kotak Equity FoF-Growth —— CP 
Kotak Dynamic FoF-Growh — — ihe OEE 
Prudential ICICI Aggressive Plan-Growth — — — 6889 
FT India Life Stage-20s Plan-Growth — — — — à 1 6833 
Average CENE 3 0 
S&P Nifty MSN 88.25 
Eight fund houses offer FoFs, but only Kotak AMC, Optimix and ABN AMRO invest in other 


mutual funds. The rest invest in their own schemes. Listed above are the top five funds 
in terms of one-year returns 


Compounded annualised returns as on May 10, 2006 — Source: MutualFundsindia.com 


which make them liable to 10 per cent long-term capital 
gains tax and 30 per cent short-term capital gains tax, 
whereas equity funds pay zero short-term and 10 per 
cent long-term capital gains tax (subject to investing 65 per 
cent in equity). Also, expense fees for FoFs are higher be- 
cause they include part of the expense fees of the funds in- 
vested in as well. Another minus: despite diversification, it's 
possible that the FoFs might end up owning the same stock 
many times over, via different funds. 

For the time being, it seems that a good financial 
adviser or wealth manager could build you as good or even 
better a fund portfolio than any FoF. 


How about selling? This should be looked at only 
when there is need for capital, otherwise let your money 
grow. Says Shah: "Individual investors should not try to 
time the market." This means that you should offload 
your investments only if you need the funds urgently, or 
if the investment has met its objective. The other reasons 
to exit are if your fund gives below-par returns consis- 
tently over four to six quarters, or if it changes fund 
allocations so that they no longer meet your objec- 
tives. The last, but important, aspect to strategy is 
reallocation. Every few years or when there is some 
change in life situation—a child, a marriage or a new 
goal—revamp your portfolio suitably. Obviously, right 
moves go ล long way towards building stable returns. 








Performance heights redefined... 


it is now UNIONHEIGHTS 


Performance Highlights 2005-06 


Net Profit | Rs. 675 crore | 


March '06 March '05 


| Total Business Rs. 1,28,738 crore Rs. 1,02,934 crore 


Total Depo: Rs. 74,094 crore Rs. 61,831 crore 






rie perm 
TIT SC UC £7 SOS 
Gross NPA [Mx CP 
ล 442 ๓ ๓ ๐ | ล ะ 347 ๓ ๐ ๐ 
US | 






Milestones 2005-06 - 
* Anotherlandmark of crossing Total Business of Rs. 1,25,000 crore. 
* Achieved growth rate of 25.0796 in Total Business. 


* Total Deposits grew at the rate of 19.83%, which is above industry 
growth. 


* Advances grew at the rate of 32.9496 which is again, above the 
industry growth. 


๑ Launched Online Trading of Securities, e-Tax Payment of Central 
Excise & Income Tax and Online Booking of Indian Airlines tickets. 











india.com 
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NEWS ROUND-UP 


NOT QUITE ENOUGH 


SEBI has come down hard on IPO offenders, but there's still a long way to go 
before you can call it true reform. VAISHNA ROY 


HE RECENT CRACKDOWN BY 

| SEBI (Securities and 
Exchange Board of India) 

in the aftermath of the IPO (initial 
public offering) scam raises as 
many questions as it has resolved 
(also see interview with SEBI chief 
M. Damodaran on page 66). 
While there is little doubt that 
the action pinning responsibility 
on depositories, depository par- 
ticipants (DP) and banks was nec- 
essary, it is equally clear that this 





SEBI's Damodaran (above) 


Retail participation in equity is 
still low (about 80 lakh people) 
and the small investor can hardly 
participate in an auction system, 
points out Haldea. IPOs are typi- 
cally seen as the best entry points 
for small investors. 

It's equally true, however, that 
existing quotas hardly solve much. 
As Pai says, it's not so much the 
small investor as the high net 
worth one who corners it, not to 


mention the hydra-headed scam- 


alone does not solve much of the ster. "The retail quota will be out- 
gu coe EHE Weisen ser. TH eae gos all 
ignores the Mapin ID altogether. ean up the system vestor will be forced to get into 
The only way to block multiple Th E: IPOs only via mutual funds. That 






PCI 
= 


accounts is by using the finger- 
printing method envisaged by 
Mapin. Despite the cost and inco- 
nvenience involved, it could be 
one clear way of establishing iden- 
tity and could conceivably be- 
come the equivalent of the us so- 
cial security number. 

Second, many commentators 
argue that the retail quota sys- 
tem lends itself to misuse. In its 
absence, there will be little in- 


Prime Database's Haldea 


might not be such a hot idea. 
*No fund," says Sucheta Dalal, 
Member, SEBI’s Primary Market 
Advisory Committee, “has proven 
itself yet under bear market con- 
ditions." Both Dalal and Haldea 
advocate the fixed price system 
instead. "Auction 50 per cent to 
the QiBs; the rest can be sold at a 
fixed price to retail at the lowest 
QIB allotment price," says Haldea. 

The crux of the problem 


centive to exploit it for cornering probably lies elsewhere. Could it 
retail shares. Says Jayant R. Pai, blames it on lack of due be the near total failure of Sys- 
Vice President (Institutional Equity diligence by banks and DPs tems? Asks Dalal: “Why isn't any- 


Sales), Parag Parikh Financial 
Advisory Services: “All quotas 
should go, whether retail or QIB (qualified institutional 
buyer). The rationale for the retail quota was to spread 
the equity cult; it’s now unnecessary.” 

However, the idea to replace quotas by the open 
auction system—which could encourage genuine price dis- 
covery—is trashed by commentators like Prithvi Haldea, 
Managing Director, Prime Database. Says Haldea: “The 
quota ensures that retail investors are not edged out by 
the moneybags in the system of proportionate allotment.” 
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body talking of the complete ab- 
sence of data integrity? There is a 
serious hole in the depository system.” The fraud shows 
there is no policing of the depository system and definite 
collusion among big ticket vested interests. “Tackle 
fraud, punish collusions, get infrastructure into place,” says 
Dalal. For instance, supervision of depositories (see Are 
Your Shares Safe? on page 54) must be re-evaluated and 
the banking system cleaned up. The biggest fear: that this 
is only the tip of what could be a vastly bigger racket. 
Quicker the clean up starts, the better. 
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If ‘Health is Wealth’, there is no 
reason why, the wealth creators 
of today, a.k.a. the Corporate 
Indian Citizens, should not be 
concerned over it? They are, in 
reality, enormously concerned 
over the issue of health and it is 
showing all over the country; 
particularly in the Eastern part 
of the country and Kolkata, 
which is the city to look up to in 
the near future. 


Kolkata had always been a huge 
healthcare hub in numbers. The 
city's gastronomic hyperactivity 
and overtly spiced up culinary 
delights, has its usual health 
hazards. Clubbed with it are the 
ailments of the industrial society, 
which are on the rise, more so 
since the city started a 
turnaround on the industrial 
growth front half a decade back. 


Kolkata, one of the most densely 
populated cities in the world, 
has its own share of healthcare 
problems. The city, with its 
humane disposition, had 
accommodated the fortunate 
and the lesser one with equal 
compassion. While there is a 
long list of complains about 
government healthcare facilities, 
Kolkata is by no means a city of 
the ailing. On the contrary, there 
is an array of swanky and 
sparkling new and advanced 
healthcare facilities to choose 
from. 


There had been cases where the 
government had threatened to 
cancel licenses of private 
healthcare facilities if they 
neglect a road accident victim. 
So everyone is serious, and 
means quality. 


Wockhardt Hospital 
and Kidney Institute, 
Kolkata 


Destination for Quality Urology Surgery 


Wockhardt Hospital & Kidney Institute, the super hie ie 

Sp : cialty | ospital of Woci h ardt Hospitals Limited, aral หว้า ชล ตั ว 

is a six-storied, centrally air-conditioned, Urology Wockhardt Hospitals 
and Nephrology Hospital, located in the heart Kolkata j 


of the city of Joy, Kolkata. 


An assotiate of the Harvard Medical International U S A, adept with the state- 
of-the-art technology, locational and infrastructural advantages, it carries a 
heritage emerging out of an existence of last 18 years. It is a hospital planned 
and organized professionally to deliver the best in patient care and set a 
standard in modern health care management. 





An all important prevalent feature at the Hospital is the TEAM management. 
With a highly specialized team of surgeons, available round the clock in the 
hospital and providing the expert surgical back up, every patient is prioritized, 
looked after and managed by this group of competent consultants and trained 
junior doctors, from patient admission to discharge. Post-operative care and 
clinical outcomes happen to be the hallmark of the institute, which, blended 
together with the expertise of the medical and the para-medical staff as well 
as the management, the hospital delivers the best possible clinical care, 
comparable only to the most advanced global clinical institutions and has 
become the referral hospital for Urology in the Eastern region of the country. 


Being ล super specialty Hospital, the sub-specialties e.g. Advanced Laparoscopic 
Urology , Uro-Oncology, Reconstructive Urology, Female Urology, Pediatric 
Urology, Uro- Endoscopy etc are well developed and surgeries are done 
routinely in these areas. Some very unique surgical cases done at the hospital 
are, Radical Prostatectomy, Radical Cystectomy with Neo-Bladder, Lap Radical 
Nephrectomy, Nephron-Sparing Surgery for Renal Cancer, Lap Partial 
Nephrectomy, Lap Donor Nephrectomy , Buccal Mucosal Flap Urethroplasty, 
Renal Re-vascularisation, Penile Implants, Penile Prosthesis, Transpubic 
Reconstruction of Bladder Neck etc along with routine Stone Management 
and Prostate Surgeries. 


The Hospital conducts KIDNEY TRANSPLANT surgery regularly on a live and 
related basis, and has the leading Dialysis unit in the metro conducting over 
more than 1000 Haemo Dialysis every month. 


With its excellence in surgical & clinical expertise and experience, its continuous 
endeavor to keep itself abreast with modernization and keen enthusiasm to 
serve the people, Wockhardt Hospitals and Kidney Institute, Kolkata has 
become the ultimate destination for total end to end Urology solution in 
Eastern India. 


-= 





When there is a Solution. 


| 









>in Easte 
offers the latest 
method of 
Painful Joints? 
A Severe Joint Deformity? 
Arthritis? 
Unable To Lead A Normal Life? 
When the best treatment is available 
at affordable rates, why be 


handicapped/crippled? 


Come to CMRI. Feel the Difference. 





In Assistance with 


The Calcutta Medical THE CLEVELAND CLINIC PS 
Research Institute FOUNDATION fa 
An ISO 9001:2000 Hospital Cleveland, Ohio USA 


7/2, Diamond Harbour Road, Kolkato - 700 027 ๑ Phone : 2456 - 7700, 2674 ๑ Fox: (91) 033 2456 - 7880 © E-mail : icmr@vsni.com 
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A group of doctors, social workers and 
philanthropists started Cancer Centre and 
Welfare Home way back in 1973 at 
Thakurpukur, to combat the killer disease 
called Cancer. Later the centre emerged 
as a large comprehensive cancer hospital 
with 254 beds and was renamed as Cancer 
Centre Welfare Home and Research Institute. 


- EN! The institute is located on a sprawling 16 
rT y y acres of land surrounded by trees, garden 

= and water bodies.This creates a perfect 
ambience for the ailing patients,a healing 
touch with less agony, when being treated. 


= Today the Institute offers the latest state- 
of - the-art modern facilities for all patients. 
The Institute has the most modern 
equipments for Surgical Oncology and 
Radiotherapy treatment. In eastern India this Institute 

is the pioneer to introduce the Brachytherapy equipment way back in 1984, a Linear Accelarator in 1993, a 
specialized Children’s Hospital in the year 2000 and a Radioactive lodine Therapy unit was set up in 2003. 
Cancer Centre Welfare Home and Research Institute has received many national & international acclaims. The 


Institute is recognized by W. H. O. and enjoys membership with UICC, the International organization to combat 
cancer. 





DIAGNOSTICS: 


The department of Diagnostics has a modern Pathology unit well equipped to perform 
all routine tests like: 


HISTOPATHOLOGY ER, PR STUDY OF BREAST 
MICROBIOLOGY IMMUNOHISTOCHEMISTRY 
FNAC CYTOLOGY 

TUMOR MARKER BIO CHEMISTRY 


The department of Radiology is equipped with 3 conventional X-Ray machines, Mammograph, 
Ultrasonograph and CT Scanner. 


The department of Endoscopy is equipped with the latest Fibreoptic Endoscopes with digital 
video imaging for: Colonoscopy, Bronchoscopy, Gastroscopy, Diagnostic & Theraputic 
ERCP and Stentling. 


Cancer Centre Welfare Home and Research Institute is well collaborated with Variable Energy Cyclotron Center 
(VECC), a division of the Department of Atomic Energy as Regional Radiation Medicine Centre (RRMC), with the 
help of : Gamma Camera, Whole body scan , T3, T4, TSH tests. Recently the unit has taken additional care of 
Radioactive lodine Therapy for Thyroid patients, the first of its kind in Eastern India. 


TREATMENT: 
Surgery plays a vital role for treating Cancer. Operations are undertaken for removal of tumors and local spread. 
The Institute has 4 Operation Theatres with all necessary equipments including Intensive Therapy Unit (ITU). 


The department of Surgical Oncology independently handles the surgeries of Breast , ENT, Gynaecology, 
Gastro Intestinal, Head & Neck, Orthopedic Peripheral, Thorasic, Urology, Plastic Reconstructions and 
Laparoscopic Procedures. 


The department of Radiotherapy is equipped with 3 Cobalt Therapy Machines, one 4 MV Linear Accelerator, 
one 15 MV Medical Linear Accelerator, one Brachytherapy Unit and one Radio Active lodine Therapy Unit. 
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Chemotherapy plays an integral part in Medical Oncology 
for the care of Cancer patients with different hormonal 
therapy. The Leukemia and Lymphoma patients are treated 
in Hemato Oncology departments. The Blood Bank 
successfully facilitates component therapy including: Fresh 
Frozen Plasma , Human Albumin, Platelet Concentrate, 
Coagulation Factors etc. 


INDOOR ACCOMMODATION 


The hospital has a substantial accommodation in 9 buildings 
and different wards comprising of 254 bed strength. 
Experienced doctors and nurses monitor the treatment 
| procedures round the clock. Ordinary bed charges are Rs. 
* 150/- including food, bed rent and doctors visit. There are 
also AC cabins with all modern amenities. 





PEDIATRIC 


Pediatric Cancer Patients are of great concern for us. Statistics reveal that upto 3% to 5% of cancer patients are Children. The most 
common disorders among Children are Leukemia, Solid Tumors and Lymphoma. Though 70% of Leukemia cases can be cured. 


To deal with Pediatric Cancer, the Institute has taken up a project named Child Care Centre. Recently the children’s ward has been 
shifted to Indira-Manik Children Hospital. The first of its kind in India with 8 specialized Cancer Hospital for Children. 


OUTDOOR 


The OPD extend services to about 35000 patients annually. On every Thursday and Saturday the mode 
of treatment is decided by a Medical Board comprising of leading doctors and Consultants. Three 
special clinics are held every week at the OPD. Laryngectomee Clinic for Speech Therapy,Stoma Clinic 
for Colon and Bladder Cancer, Mastectomy support Clinic for Breast Cancer. 


ACADEMIC 


The Institute has been recognized as SIRO (Scientific & Research 
Organisation) by DSIR( Dept of Scientific & Industrial Research), Govt. 
of India in the year 1996. It publishes a highly informative half- yearly 
registered NEWS BULLETIN. There's a library with reference books 
and scientific journals. The University of Calcutta has recognized 

the Institute for Ph D studies. Different Organisations of 

India and. Overseas have send their students for project works at HOME 4 

at the Institute. The National Board of Examination ท ล ร entrusted the Institute with ^, 
training courses in 3 disciplines - Radio Diagnosis, Radio Therapy and Surgical 
Oncology. The Institute also trains technicians in two paramedical courses of DRD 
and DMLT. The Institute holds a weekly CME every Thursday at the Seminar Hall. 


The vision is to treat a Cancer patient lies with human expertise, all modern facilities 

and proper ambience to live in. The Institute is a philanthropic organization dependent 

on donations and contributions from Corporate Sector and Members of the Society 
) in India and abroad. 





Please get in touch with us at the following helpline numbers 
for any enquiries regarding Cancer 





CANCER HELPLINES : 9831843171, 9831843172 





Kolkata's healthcare industry is 
big, just serving its own 
population. A good chunk of its 
revenue also comes from 
patients from the neighbouring 
countries, mainly Bangladesh, 
Nepal & Bhutan. Industry 
veterans feel that the day is not 
far when Kolkata would be the 
most popular healthcare and 
wellness hub for a good part of 
the South East Asia. "Its an 
evolving healthcare system, and 
the pace at which healthcare 
system is growing and the kind 
of superior medical talent we see 
practicing in Kolkata, the city is 
bound to be an excellent medical 
hub. If you have the right 
information and direction, the 
quality of healthcare you get in 
the city is truly world class," 
says Dr. Subhasis Sarkar, a 
leading Oncologist from the city. 


While technology for treating 
dreaded diseases is not as 
updated as the leaders in 
Mumbai & Delhi, the citizens of 
Kolkata need not worry much. 
Tata Group supremo Mr. Ratan 
Tata has already expressed his 
good intention to open a super- 
speciality hospital in Kolkata for 
treating Cancer, modeled like 
the Tata Memorial Hospital in 
Mumbai. Dr. Devi Shetty, 
Cardiac Surgeon par excellence, 
is planning to set up a thousand- 
bed Cancer hospital next to the 
Eastern Metropolitan Bypass. 
This 70 crore project is due to 
start by 2007. 


Britain has committed a hundred 
million pounds, which is Rs.7.5 
billion, to government of West 
Bengal through DFID for a five 
year reform programme for 
healthcare in West Bengal. This 
investment is likely to fill up the 
vacuum created by rural West 
Bengal that takes a toll on 
Kolkata's healthcare system. 
With all these investments and 
efforts happening, the healthcare 
scenario is Kolkata can only head 
north. 











The Calcutta Medical Research Institute 
(CMRI), started way back in 1969. Today 
CMRI is the most advanced 
multidisciplinary super facility hospital 
in the country. With 400 beds and a 
full diagnostic facility, round the clock 
CMRI offers services to people from all 
economic levels. | 


As a multi — Specialty hospital, CMRI 
provides different classes of beds 
ranging from centrally air conditioned 
suites to paying wards for treatment 
of patients from all spheres of life. The 
ITU, ICU, ICCU offer advanced medical 
care to the critically ill patients. An 
experienced panel of doctors and nurses 
backed by state - of - the - art 
healthcare technology is poised to 
handle any medical application. CMRI 





excels in Neurology & Neurosurgery, Orthopedic Surgery including Joint Replacement 





Major Amit De 

Chief Operating Officer 
The Calcutta Medical 
Research Institute 
(CMRI) 


Surgery, Gastroenterology & Gastro Surgery, Plastic 
Surgery, Laproscopic Surgery, Paediatric Surgery, 
Endoscopic Surgery etc. 


CMRI has tied up with LV Prasad Eye Institute - 
Hyderabad to provide the advanced eye care facilities 
in this tertiary Centre. CMRI Laboratory services are 
accrediated by National Accreditation Board for Testing 
& Calibration Laboratories ( NABL) under department 
of Science & Technology of India. CMRI has joined 
hands with the Cleveland Clinic Foundation based in 
Ohio, United States to provide the best multi speciality 
facilities. 


"The Calcutta Medical Research Institute is the pioneer 


center for Joint Replacement surgery. CMRI for the first time in Eastern India has 
intoduced the latest equipment CAOS (Computer Aided Orthopaedic Surgery) for 
accurate and perfect surgery for Joint Replacement. CMRI is also introducing the 
latest 64 slice cardiac CT Scan and digital X — Ray to give ล fresh look in the 
department of Radiology and Imaging. The Neuroscience Department of CMRI is 
also well equipped to handle any kind of Nuerological problems. Neurosurgery 


. department of CMRI will shortly have streotactic frame and edoscopic euipment 


to handle any kind of complecated surgical procedure, says Mr. Rupak Barua, 
Director (Growth & Development). 








B. M. Birla Heart Research Centre 
THE NUMBER 1 HEART HOSPITAL IN KOLKATA 
Offers You... 


Best 
Value for 
Money 


State-of-the-Art 





equipment & 





infrastructure 





Ranked Highest in India on this — 


Over 14,000 Heart Surgeries + -Most sophisticoted -non- 
criteria by Outlook-Cfore 


& 44,000 Cath procedures invasive diagnostic facilities. ii) 

Independent survey of which includes 2 Digital Cath Labs. iii) 3 fully 

India’s best hospitals Angiographies, Angioplosties, equipped Cardiac OTs iv) Dual 
Valvuloplasties etc 


head Gamrna Camera & EECP 


ม ณา Our equipment and infrastructure 
Alongwith 


ore second to none 


Unmatched experience & success Please ask yourself 


rate ๑ Most sophisticated 


Would you like your Heart Alongwith 
equipment & infrastructure to be looked after by Our team of highly qualified and 
* Eminent cardiologists & surgeons anyone but the Most experienced doctors, competent 
๑ Highest standards of nursing Experienced Institution? ond caring nurses with on envioble 
care * Both ISO 9001& 14001, track record is best equipped to take 
and OHSAS 18001 Certifications. care of you. 


Success rate 






Cardiologists Highest 





of over & Surgeons of Standards of 
99% in Cardiac Highest Repute Nursing Care 
Surgeries | aS 
9 Our full time and visiting Our Nurses are troined to provide skilled 
Ranks at par with or y. Cardiologists and Surgeons are and amie, “ร (ท ร ร ะ ไน ผู pom / 
1 
better thon the comporable to the best in the 


World's best Heart Hospita!s International Standords 
1st Pvt. Nursing College in Eastern India 


to start B. Sc. & M. Sc. Courses in Nursing 


country. The success rate of 9996 
is ample testimony 
Please ask yourself 


Would you like your Heort 


You can be assured that WE BELIEVE 
to be looked after by Our team of highly qualified and Nursing standord and 
anyone but the Institution experienced doctors combined with best core is os important as 
with. the best TRACK possible nursing care and state-of-the- anything else. Don’t 
RECORD? art infrastructure is capable of providing you agree? 


the best possible core for your heart. 


Above all... 


In Assistance with 

THE CLEVELAND CLINIC 
FOUNDATION 

Cleveland, Ohio USA 


1/1, National Library Avenue, Kolkata 700 027 «e Phone : 2456 7777, 2456 7890 ๑ Fax : (91) 033 2456 7000 
e www.birlaheartorg ๑ e-mail : bmbhrc@birlaheart.org 
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B.M.Birla Heart Research Centre is a super speciality 
hospital dedicated exclusively to the 
diagnosis, treatment and research related 
to cardiovascular diseases. It started a 














The three Operation Theatres with state — of — the-art 
equipment like Cell saver, IABP, Ventricular Assist Device, 
Centrifugal Pumps, etc. and latest generation monitoring 
devices are specially designed to be free from bacteria 
with facilities even for Heart Transplant. All types of 
complex heart operations are performed here. The 
Catherization Laboratory consists of two labs with 
Computerized Cine Angiography equipment with 
advanced Coronary Analysis Programmes and 
Haemodynamic Monitoring System. The Nuclear 
Medicine Department, equipped with latest 
generation double head Gamma Camera is 
equally competent. The Non-Invasive and 


decode and ล heit Back t5 provide werd Pathology departments are impeccably 
class heart care to the people in Eastern equipped. 

India by G.P.Birla - C..K.Birla Group. Today 

the Centre has become one of the finest B.M.Birla Heart Research Centre boasts of 
and most advanced heart care center in the many firsts. The center has, for the first time 
country compared to the best in the world. in the world, performed a special key -hole 
The Centre has a tie -up with The Cleveland surgery to close a hole in the heart. It also 
Clinic Foundation, Cleveland, Ohio, USA. Mr. Suyash Borar _ has performed, for the first time in Asia, 
It is the first Hospital to be awarded ISO d Ai ioi Officer Dynamic Cardiomyoplasty and Video 
9001:2000, ISO 14001and IS018001. In Research Centre ‘Assisted Thoracic Surgery. In India, the 
last 15 years about 44,000 Catheterization center has pioneered, Angioplasty from wrist 


procedures and 14,000 Open Heart Surgeries have been 
performed in the Centre with a high success rate. The 
Centre has special interest in advanced techniques of 
Cardiac Surgery. The entire spectrum of heart and 
vascular surgeries, right from neonates to elderly are 
carried out regularly. 


in the field of Interventional Cardiology, Open Heart 
Surgery on a 9 day old baby, Angioplasty on a 94 years 
old patient, Extra Corporeal Membrane Oxygenation on 
a neonate for respiratory distress and had supported the 
failing heart of an adult with Artificial Heart and mechanical 
circulation for more than 100 hours. 


What about chronic complains 
like hypertension, blood glucose 
disorder and anxiety, that is so 
rampant in today's corporate 
world? Is the corporate citizen 
of Kolkata more susceptible to 
such chronic disorders? Dr. 
Indrani Sen, city based 
practitioner, does not agree! 
"The average person in Kolkata 
is aware of the chronic hazards 
of the modern life and practices 
preventive maintenance. 
Kolkata's culinary habits are 
rather friendly to the gastro- 


intestinal system. The use of 
mustard oil, as the main cooking 
medium in the Bengali cuisine, 
is good for cardiac health", says 
Dr. Sen. 


The threats that exist 
internationally, over human 
health, is under much control 
in Kolkata, and West Bengal. 
The HIV epidemic for example 
is under much control in the 
city. The “Bula-di” campaign 
has really worked well; HIV 
awareness among risk groups, 


sex-workers and public at large 
is fairly high. 


Man has been able to fight off a 
plethora of health problems 
with sheer awareness. Kolkata, 
which is considered a city of 
much enlightenment, is also 
conscious of its health and 
wellness. Kolkata's healthcare 
system's soundness could not 
have come at a better time, 
when it is going through an 
economic makeover. It is indeed 
a truly conducive environment 
for a turnaround. 
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CELEBRATING 
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ENSURING 
FREEDOM 





Freedom from worries. From insecurities. The fear of uncertainties 
and from the anxiety of the unforeseen and the unexpected. In the 
100th year of serving the nation, National Insurance Company Ltd. 


dedicates itself to ensuring India's happiness for all times to come. 
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www.nationalinsuranceindia.com 


OVER 200 POLICIES THAT INCLUDE FIRE, HEALTH & AUTOMOBILE INSURANCE. 
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Management of the 
age old disease like 
cancer has evolved 
rapidly over the last 
century. Not all of 
them are easily 
available and 
affordable to all, but 
they promise to be the 
future in Cancer 
Management. 
Detection of early 
spread of cancer has 
been a major hurdle 
which also recently 
has been crossed by 
PET scan. This can 
detect very early 
maglignancies, which 
are spreading and 
can thereby influence 
the whole course of 
treatment & outcome. 
Fibre - Optic 
technology has 
enabled the present 





Dr. Saroj Gupta 

Director & Eminent Onchologist 
Cancer Centre Welfare Home 
& Research Institute 


Cancer Centre 

Welfare Home 

& Research 

Institute day Endoscopies to 
replace the previous 


rigid Endoscopies, which are very cumbersome and painful 
to the patients. Even more mind boggling invention is 
capsule Endoscopy where a patient has only to swallow 
a capsule ( carrying a tiny camera), which sends all the 
pictures and information to the computer. 


Different gadgets are now available to help the surgeons 
in treating their patients. The invention of Laparoscope 
has brought in the era of Microsurgeries. With small holes 
many difficult diagnoses can be made, along with staging 
them. Many surgeries with intent to cure the disease or 
relieve the symptoms are now possible without having to 
make large, painful cuts. Ultrasonic dissectors are now 
available which can facilitate a surgery with almost no 
blood loss. Radio Frequency Ablation (RFA) now can 
destroy spreads in difficult organs like Liver, Lung. 


The new generation High Energy Linear Accelerators 
(especially IMRT and 3 D - CRT) are gradually replacing 
Tele — Cobalt therapy, which have some limitations and 
higher side effects. Radiotherapy can also be given locally 
by Brachytherapy, which is especially useful for treatment 
of cervical cancer. Radio lodine can be used nowadays 
for treatment of Thyroid cancer. 


Some cancer cells are hormone sensitive. The next 
generation Hormonal and anti- hormonal agents have 
revolutionized the management of many hormone sensitive 
malignancies e.g LHRH analogues in the management of 
Breast and Prostate Cancers. 


Living in a developing country like India where nearly 5096 
of our patients come from economically backward class, 
we clinicians would have to be careful in selecting the 
mode of technology for our patients. One should not be 





too dogmatic in using the luxury items on all our patients, 
as we would not want the family to die of starvation due 
to expensive treatment. The best way to battle cancer is 
to detect it early. So watch out for signals like change in 
bowel & bladder habit, a non -healing ulcer or sore' unusual 
bleeding or discharge, thickening of lump anywhere, 
indigestion or difficulty in swallowing, obvious change in 
wart or mole, nagging cough or hoarseness. 


National Insurance 
Company Ltd. 


National Insurance- a Pioneer in Health Insurance 


National Insurance Company Ltd. 
is the Kolkata based Public Sector 
non- life Insurance company, on 
which millions of clients from all 
over India have reposed their faith 
in the last 100 years. It is the oldest 
non- life insurance company of our 
country. 





Mr. V. Ramasaami 


National Insurance has been a 


CMD trendsetter in the field of Health 
National Insurance Insurance. The company's 
Company Ltd. 


Mediclaim policy which provides 
coverage against the hospitalization expenses is one of 
the most popular insurance products. This policy has a 
feature by which the customers now enjoy the convenience 
of cashless services at hospitals/nursing homes. In the 
year 2001, National Insurance pioneered the concept of 
Bancassurance i.e. tie-up arrangement with leading 
commercial banks to extend its reach into the remote 
corners of the country and provide the customers a one 
stop solution for all their insurance needs. Now, with a 
view to further enrich this relationship, National Insurance 
has devised a custom made Health Insurance Plan 
addressed exclusively to the customers of the banks with 
whom the company has a Bancassurance agreement e.g. 
Vijaya Bank, Bank of Baroda, Bank of India, SBBJ, etc.. 
The latest in this line is UCO Medi * Care Bima Policy, 
which is an exclusive product designed for the customers 
of UCO bank. This policy has been launched on 15th 
May, 2006. The entire family consisting of the a/c holder, 
spouse and 2 dependent children and two dependant 
parents can be covered under this policy for the Floater 
Sum Insured as opted, ie., either one or all members of 
the family can utilize the Sum Insured during the policy 
period. This policy is available for people within the age 
group of 3 months to 65 years. This policy provides 
coverage for (i) Hospitalization expenses for the A/c holder 
and dependent family & (ii) Personal Accident (death 
only) for the A/c holder and dependent family. The benefits 
provided vide this policy are wider than those offered by 
the company's standard Mediclaim policy. National 
Insurance is devising many more of such customer friendly 
products for its other Strategic Alliance partners. 
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The Tech Revival 


After a subdued phase, IT earnings climb up again, making valuations look attractive. 


FAIR VALUATIONS, AN INDUSTRY CHEESE ส้ วน,. | but most companies (including 
growing at 30 per cent annually, | — CONO ——— . Infosys, which took a hit of around 
three companies with over $2 bil- A NOW. AY Rs 30 crore last year because of 
lion (Rs 9,000 crore) in revenues โน ณา กา s EEE- = this) have hedged to insulate against 
and two exceeding $1 billion (Rs b = exchange-rate fluctuations. 
4,500 crore), are some of the fac- E ! Analysts point out that Tier I com- 
tors that make the Indian tech sec- panies have managed to sustain their 
tor a viable investment option for growth rates while the smaller ones 
new investors and people looking to are also showing strong growth. 
reshuffle portfolios. The recently Compared to blue chips in the old 
ended financial year saw leaders economy, topline tech stocks seem 
TCS, Infosys and Wipro register 30 : to offer better growth prospects for 
per cent-plus growth. The market Blue-blooded Still investors. The largest of the trio, TCS, 
response was mixed: Infosys dipped -E (TIMES actually grew faster than competi- 
from Rs 3,230 to Rs 3,212 the day 956 X 2017 tion; Infosys has a long history of 
after results; while TCS touched Rs — , 25 2 | 3254 regularly and richly rewarding share- 
2,003 (May 5) from Rs 1,903 (April | A e: holders; while Wipro, given its history 
17). Satyam and HCL have also AL. Ls 5 M of inorganic growth, could be just 
posted 36 per cent and 30 per cent | 283 EMNE > one buy away from jumping into the 
increases in profits. 213 74 really big league and stealing a march 
Things might be looking up for S504 DV Set PUSH : over its immediate rivals. The tech 
IT, but naysayers argue that ap- sector today offers higher margins at 
preciation of the rupee (around 3 per cent in the last nearly 20 per cent compared to around 14 per cent for, 
12 months) continues to be a cause of concern. say, a Reliance; and valuations seem reasonable given 
Industry execs admit a 1 per cent increase in the ru- the overall market P-Es, say analysts. 
pee would affect revenues by around 1-1.2 per cent RAHUL SACHITANAND 
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Sugar Looks Spicy 
It's been an unbelievable rally for the sugar sector. How long will it continue? 


IN THE PAST THREE MONTHS, SUGAR SECTOR STOCKS Expectations that India too will allow supply of 
(39 companies) have jumped a remarkable 43 per — ethanol-blended petrol across the country have lifted 
cent. One big reason for this upsurge is spiralling sugar scrips in recent months. Supply is expected to 
global sugar prices, with the com- es remain tight while export prospects 
modity trading at $480-490 (Rs W A look good. *These factors will 
21,600-22,050) per tonne now. Fi | น improve the profitability of sugar 
Says Jayaprakash Sinha, Head of | ae "ess companies. However, only large 
3A 


<p 


ed 


- 


d 
Research, Kotak Securities PcG: M. = companies that show impressive 
"The demand-supply mismatch has “5 LI 
(CE ki 


4 a ง่ working capital management will 
pushed sugar prices up, triggering ง ง "3 1 EN i 


sugar consumption in 2006 is steam left in large companies like 
expected to rise 2 per cent to 148 Bajaj Hindusthan, Balrampur Chini 
MT but supply is not likely to keep and EID Parry, which in the next 
pace. Shortfalls are being created by three to six months could see a 
Brazil's increasing use of cane for เณ ะ ๕ ๕ 0 Mio 15-20 per cent rise in stock prices. 
ethanol manufacture, and the It would also be a good idea to 
drought in sugarcane producing countries like Thailand. use this uptrend in the cycle to book profits in mid-rung 
With oil prices rising, there is speculation that more stocks like Shree Renuka Sugars and Rajshree Sugar. 

stocks will be diverted towards ethanol. MAHESH NAYAK 


age benefit,” says Sinha. 
the interest in sugar stocks.” Global irc. น - Analysts say there is still some 
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SAFE, NOT SEXY 


Fixed returns need not be a bad word. 
Take a look at how Fixed Maturity 
Plans deliver decent and yet relatively 
risk-free retums. SHALINI S. DAGAR 





Obviously, not all of you out there are revel- 

ling in the Sensex's glorious (if somewhat 
volatile) ride. For all of you who get seasick in roller 
coasters and prefer terra firma, here's an interesting 
investment product—the Fixed Maturity Plan (FMP) 
from mutual funds (MF). 

While obviously coming with lower risk and 
lower returns than equity, FMPs definitely look more 
attractive than plain vanilla bank fixed deposits. 
They are fairly similar to close-ended MF schemes with 
fixed tenures ranging from 15 days to five years (the 
most common tenure is around a year). And like 
bank fixed deposits (FDs), they too offer fixed returns, 
something that's almost a bad word today. 

An added advantage: they are more tax-efficient 
mostly because they fall under the MF structure. 
*Even without the double indexation benefit, a retail 
investor (in the highest tax paying bracket) saves 
almost 22-23 per cent tax when compared to FDs,” 
says an executive at a financial institution. 

Funds in an FMP corpus are invested primarily in 
fixed return investments like government bonds; 
money market instruments like treasury bills, cer- 
tificates of deposit and commercial papers; and cor- 
porate bonds (AAA-rated)—all with tenures matching 
that of the scheme. FMP returns are far more pre- 
dictable than those of bond funds during periods of 
interest rate volatility since they are held till maturity 
and thus insulated. 


Attractive Rates 
Although tightening liquidity may force banks to 
push up term deposit rates, average rates now on one- 
year deposits are marginally over 8 per cent. In 
March, HSBC MF came out with an FMP for roughly 
370 days, where the returns were 8.45 per cent, not 
to mention the lower tax liability. And in December- 
January, Reliance MF came up with 23-month and 
26-month schemes with similarly attractive rates, 
“What FMPs do is take away the interest rate risk 
from the investment. However, they do not take 
away the credit risk,” says Sanjay Prakash, CEO, HSBC 
Asset Management. 

Credit risk is particularly important in cases where 


T HERE ARE INVESTORS AND THERE ARE INVESTORS. 
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Top 5 Short-term FMPs 




















Birla FMP - Qtly Series 2 - Dec 05 - Growth 
PRINCIPAL Deposit Fund - Nov 05 - 91 days - Growth 
Principal PNB FMP 91 Days - Series 1 - Growth 
Grindlays FMP - 21 - Plan A - Growth 

Prudential ICICI FMP - Series 28 - 4 Month Plan - Growth 
Indices 

Crisil Composite Bond Fund Index 

Crisil Liquid Fund Index 

CRISIL Short-term Bond Fund Index 

Absolute returns per cent as on May 8 


Top 5 Long-term FMPs 


Tata FHF - Series 1 - Plan A (371 Days) - Growth 
Tata FHF - Yly 371 Days - Nov 04 - Growth 

ING Vysya FMF - Series 2 - Growth 

Tata FHF - Yly 371 Days - Jan 05 - Growth 

Tata FHF - Yly 371 Days - Sep 04 - Growth 
Indices 

Crisil Composite Bond Fund Index 

Crisil Liquid Fund Index 

CRISIL Short-term Bond Fund Index 

Compounded annualised returns per cent as on May 8 


Advantage FMP 


BANK f D 


8.576 


Source: MutualFundsindia.com 





8.5% 





34.5%** Nil* 

Nil 50-65 basis 
RON? points 

6.60-6.75% 7.85% 


Retums have been calculated on a sum of Rs 1 lakh invested for 1 year 
*Fund house pays dividend distribution tax close to 14 per cent 
**Highest level of tax paying individual/corporate 


Pros and Cons 





yields are high due to investment in lower-rated (AA) 
paper, structured products, or papers of non-banking fi- 
nance companies. In that sense, FMPs are not strictly com- 
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Kumar, CEO of mutual fund tracking firm Value 
Research. Funds do not actively advertise them, while 
distributors prefer chasing higher margin funds. They 


parable to bank deposits but the level of risk is still typically get around 10-15 basis points brokerage on : 
acceptable. FMPs vis-à-vis 200-250 basis points on equity funds. “If | 
They are also easier for the mutual funds to manage. the distributor has one hour of client time, he will P 
FMPs are low-maintenance products where only constant emphasise equity schemes,” says AMFI (Association of 
credit monitoring is required; it does not require the Mutual Funds in India) Chairman A.P. Kurian. | 
active management that bond or equity funds do. While Unfortunately, increasing distributor margins is 1 
FMPs have an expensive exit load of 3-4 per cent, which not a solution since that erodes the FMP’s cost advantage. 
deters premature withdrawals, this also allows fund “Ideally,” says Naval Bir Kumar, MD, Stanchart MF, “a | 
managers enough leeway to plan investments. low-cost delivery channel is needed, like an e-channel." 1 
FMPs are very popular in March when investors can avail j 
Distribution Dilemma of the double indexation benefit on schemes with tenures d 
One big disadvantage, however, is that they are not of more than one year. This year, the greater-than-expected a 
available through the year. FMPs hit the market at spe- liquidity crunch in the banking system just before the ง 
cific times and then close, very different from bank close of 2005-06 also made these schemes attractive. ลุ 
deposits that are always-on. Also, several FMPs have a Into the new financial year, though, FMPs might not 
minimum investment slab that is as high as Rs 1 lakh. be as attractive—not only has the liquidity situation à 
Though this has been scaled down in cases, it is still a eased, interest rates seem poised to move upwards. “In ` 
huge deterrent for the small retail investor. this situation, investors could buy shorter maturity 3 
: 


More significantly, though, FMPs suffer from poor 
distribution push. “FMPs are almost like structured 
products and still not mainstream," points out Dhirendra 





except the city! | 


FMPs,” says HSBC's Prakash. For investors looking at an 
alternative to bank FDs, windows of opportunity are 
likely to open in June. 








Shift your entire household belongings, on time, in condition...and in style. Professional 
แ Agarwal packing and moving expertise ensures safe delivery of your household possessions 
| in as-is-was-is state, so that you and your family won't believe they've moved. 
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The only certainties are death 
and taxes; so, insuring 

your home loan is just what 
your financial plan needs. 
AHONA GHOSH 


HEN LIFE MOVES INTO THE FAST (CREDIT) 

\ X / lane, acquiring assets becomes dead easy. 
Unfortunately, it becomes less easy to man- 

age the quantum of liabilities that are now yours. 
With crashing interest rates, everybody has taken loans 
to move into that dream home, but what if some- 
thing happens to you? Can your family ever repay 
those monstrous EMIs (equated monthly instalments)? 
Not if you don’t hedge the risk with a mortgage cover. 

The usual argument against a home loan policy is 
that you have life insurance anyway, so why take one 
more cover? The point, however, is that life insur- 
ance is meant to cover only the loss of earnings your 
family will suffer in your absence. Adding on the bur- 
den of a home loan to this is poor financial planning. 

As the number of borrowers increases exponentially, 
HFCs (housing finance companies) are increasingly 
making it essential for borrowers to take out a home 
loan cover along with the loan itself. Not only does this 
protect the borrower’s family, it also protects the finance 
company itself from bad debts. As S. Krishnamurthy, 
Managing Director and CEO, SBI Life Insurance, says: “It 
reduces the risk of NPAs (non-performing assets) due to 
death of the borrower." 

The policy is simple: the sum assured reduces with 
each EMI and the cover expires when the loan is fully 
repaid. In case the policyholder dies during the policy 
term, the insurer pays the outstanding loan. This is a 
pure risk or term cover—if the policyholder survives the 
policy, there is no lump sum waiting at the end; the pol- 
icy simply lapses. Which is why the cover is also 
correspondingly cheap. 

You also have level term plans—in this case the 
sum assured does not reduce with the loan tenure. 
Here, the premiums are obviously costlier—about 
30-40 per cent more than the pure term versions, says 
Sam Ghosh, CEO, Bajaj Allianz Life Insurance 
Company. It essentially means the family gets the 
same amount regardless of when the policyholder 
expires during the loan tenure. After a point, therefore, 
the amount could be higher than the loan outstanding. 
However, this cover is not really essential—a pure 
term cover works just as well. 
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34, 000* 
Sample premiums calculated for a 30-year-old taking a Rs 20 lakh home loan 


*Excluding service tax of 12.24 per cent Source: Companies 


While home loan covers can be individual or 
standalone policies, usually a group loan policy 
works out cheaper. “The cover provided by HFCs in 
collaboration with insurance companies is a mortgage 
reducing group cover and is hence cheaper than 
other options," says Binayak Dutta, Chief (Sales 
and Distribution), ICICI Prudential Life Insurance. For 
instance, Aviva Life has tied up with Canfin, the 
financial services arm of Canara Bank. If a bor- 
rower dies during the loan tenure, Canfin notifies 
Aviva, which then settles the claim typically within 
30 days, as per guidelines, ensuring the nominee 
receives the outstanding amount. 

These covers are typically single premium poli- 
cies, paid at the time of taking the loan. Some HFCs 
allow you to combine the premium with the loan, 
thus making premium payments part of your EMI. 
Although single premiums are cheaper than annual 
premiums, there is one drawback—what if you prepay 
your loan, which is what a majority of borrowers do? 
It's worth checking that your insurer offers at least a par- 
tial refund of premium in case of prepayment. The 
option is, of course, useful for the insurer because the 
full premium is paid beforehand. Typically, premi- 
ums for a 30-year-old for a Rs 20 lakh loan for 15 years 
will be Rs 35,000-45,000 (see Safe House). 

Ideally, though, if you crunch the numbers, you 
might find that just taking two ordinary term poli- 
cies—one life cover and one set aside for your 
home—might prove cheaper than taking a specialist 
home loan policy. Either way, though, the important 
thing is to get covered. 
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atrick Townsend and his partner 
d co-author Joan Gebhardt are a 
unique resource for business 
nanagement groups working to 
establish an environment of 
nproved leadership and growth 
ithors of one of the first books on 
service quality, they pioneered a 
practical approach to 100% 
nployee involvement. The first of 
teir seven Dooks on quality and 
leadership led to more than a 
zen years of lectures, seminars 
and workshops throughout the 
world representing two very 
lifferent perspectives on how to 
create a thriving organization 
Together, they have devised a 
eamiess approach to the theory 
ana practice of leadership 


articipation, and measurement 
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FEATURING: 
PATRICK TOWNSEND & JOAN GEBHARDT 
DELHI: JUNE 14, 2006 » MUMBAI: JUNE 16, 2006 


Discover the current thinking on 
Complete Quality Process (CQP) 
from America’s foremost experts on 
Quality and Leadership, 
Patrick Townsend & Joan Gebhardt. 
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LEADERSHIP, PARTICIPATION AND MEASUREW 
THE FOUNDATION OF A THRIVING ORGANISATI 


What's in it for you? 


Vital insights and best practices that will 
help you understand, implement, and 


maintain a Complete Quality Process (CQP), 


the superset of performance excellence 
methodologies that builds on a balanced 
combination of Leadership, Participation, 
and Measurement. Tools such as Total 


Quality Management (TQM), Kaz an, th 


Ti :: p áA- 
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| Ip-engineering,. Blueprinting, Six. 


low will you benefit from this session? 


Attendees will leave this interactive 
workshop with an overall understanding of 
CQP mechanics and philosophy, prepared to 
put together their own plans for maximizing 
the potential of their organizations. 


Who should attend? 


The programme is recommended for senior — 
and middle level executives, business 
heads, entrepreneurs and quality asst 
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ir Be o of more thao 3 Dihgutes: 
Rs.7,500/- per delegate. 
Early Bird Discount: 20% discount 
for delegates registering before 
June 7, 2006 


For registration please contact: 
Sunnet Batra, Business Today 
Tel: (011) 23352252, 29730970 / 78. 


Em Valer atra ES y.com. 





TWO DIFFERENT 
TO CREATE A THRIVING 
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bt money 


Power Play 


These new issues from public sector firms might 
not be electrifying, but are likely to be safe. 


UDDENLY, A FLURRY OF ACTION FROM THE POWER SECTOR. 

As many as seven companies—Rural Electrification 
Corporation (REC), Power Finance Corporation (PFC), 
National Hydroelectric Power Corporation (NHPC), 
Power Grid Corporation (PGC), North Eastern Electric 
Power Corporation, Satluj Jal Vidyut Nigam and Tehri 
Hydro Development Corporation—have announced 
their intentions to come up with public issues before the 
end of this financial year. All are public sector (PSU) com- 
panies flocking to the market in an atmosphere that holds 
considerable promise for IPOs (initial public offerings). 


Safe for sure: Power sector IPOs on a roll 


At present, there are two listed power PSUs— 
National Thermal Power Corporation, which raised 
Rs 2,684 crore, and Power Trading Corporation, 
which raised Rs 94 crore. Both went public in 2004. 

There appears to be little doubt about the latent pos- 
sibilities of the sector itself. Says Deepak Jasani, Head of 
Research (Retail), HDFC Securities: "The sector und- 
oubtedly has huge potential because India is a power- 
starved country." In the overall stress on infrastructure de- 
velopment, there has been strong focus on power, with 
the government initiating measures like the Accelerated 
Power Development and Reforms Programme (APDRP). 
The government is planning eight ultra mega power 
projects (capacity: about 4,000 MW), and is reportedly 
looking at $100-billion (Rs 4,50,000-crore) invest- 
ments in the next five years in generation, transmission, 
distribution and rural electrification. 

Since the issues hitting the market are PSUS, Jasani 
says the perception is that they are mostly safe, and can 
be expected to do well if they are not very aggres- 
sively priced. Actually, investors can look at gains beyond 
listing, if the policy roll-out happens as expected. 

KRISHNA GOPALAN 


Value-picker's Corner 


| Daily market cap on BSE 
| (in Rs crore) 512.23 


May 10, 06 


BSE adjusted closing prices 
(in Rs) 


168.8 
May 10, 06 | 990 








Source: CMIE = 


SOUTH-EAST ASIA MARINE ENGINEERING AND 
CONSTRUCTION; PRICE: RS 169 


IT OWNS THREE OF INDIA'S FIVE MULTI-SUPPORT OFFSHORE SERVICE 
vessels (ONGC owns two). And ended the March 2006 quar- 
ter with solid net profits of Rs 15.11 crore (Rs 5 crore in the 
corresponding quarter in 2005) on a 52 per cent jump in net 
sales to Rs 27 crore (Rs 17.8 crore). Analysts expect offshore 
servicing company SEAMAC (South-East Asia Marine 
Engineering and Construction; parent: France’s Technip) to 
continue to grow at a blistering pace. It recently signed con- 
tracts at vastly improved rates, plans to expand capacity rap- 
idly, and has entered the West Asian, European and US mar- 
kets. At present levels, the scrip trades at roughly seven times 
its FYO6 earnings. Parag Parikh Financial Advisory advises 
a buy on a one-year target of Rs 286. 


MAHESH ผล ห ค? 


Trend-spotting 


เห เย่ ๆ ส ม พ ล ร DREAMT OF BECOMING A COOL MOVIE 

producer? Here's one way to get to be af 

least a bit-player. Log on to www.bete/- 

nutkillers.com and for a minimum in- 

Aud vestment of $100 (Rs 4,500), you get 

ส ไผ ญ่ a shot at becoming Hollywood co-pro- 

ducer. The movie is Bete/nut Killers; 

the director is Shashanka Ghosh, former Sahara One cre- 

ative chief who made Waisa Bhi Hota Hai—fPart ll; and the 

idea is to raise $1 million (Rs 4.5 crore) online (the site 

claims to have raised $13,790 or Rs 6,20,550 so far). In 

return, you get 30 per cent returns if the movie clicks plus 

a T-shirt that says ‘Co-Producer; Betelnut Killers’. 

Irresistible—only, the site's FAQ section altogether avoids 

answering the question: “Why should | trust you with my 
money?’ Hmm.... bad direction, you think? ต 

VAISHNA ROY 
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T of Modern India 


India 1s looking at attracting global investment, 
it needs to spruce up its infrastructure first. This 
began when then FM Manmohan Singh opened 


the doors of globalization way back in 1992. But the road 
has not been smooth. So far the bulk of infrastructure has 
been in the public sector. Public sector in India has been 
operating in a highly protected 
set up and has largely been 
subsidised by the Government. 
But with the 
trying to reduce its borrowing, 


government 


a time has come where further 
be 
possible. This means looking 


subsidisation will not 


at alternate sources 
investment and one possible 


solution has been allowing the 





entry of private sector and 
foreign investment to come in. But because of the long 
gestation period, and several social implications, private 
investors find that the infrastructure sector compares 
unfavorably with manufacturing and other sectors. For 
this, specific policies in this area are needed to make 
attractive. 


infrastructure Clearly, 


between the potential demand for 


infrastructure for high growth and the 
available supply. This is the challenge 
placed before the economy, i.e. before the 
public and private sector and foreign 


DELHI 


investors. This can also be seen as an 
opportunity for a widening market 


and enhanced production. 


The lacuna 
MUMBAI 
According to the India 


infrastructure Report (IIR), currently 6 
the GDP is in the 
infrastructure sector. This needs to be trebled 
from the current level of Rs 10,000 billion by 


percent of invested 


of 


there is a wide gap | 












CHENNAI 





2010.The total infrastructure investment requirements for 
the next five years again have been estimated in the report 
at about Rs 4000-4500 billion (US$ 115-130 billion).The 
task of finding such large amounts and thereafter 
deploying them productively calls for a close partnership 
between the public and private sectors, with a vital role 
reserved for foreign capital. To finance this large shortfall, 
the domestic saving rate needs to be increased by a 
minimum of 26.7 per cent. Besides, this has to be 
supplemented by FDI. However, this "margin is indeed 
very important since the role of foreign investment has to 
be read not only as a gap filler between saving and 
investment but also as a means for bringing better 
technology and management".Paying heed to this, the 
Government has opened the doors to private sector 
participation and thus brought in competitiveness in 
providing services to the Indian public. 


Roads and Highways 


India has a vast network of National Highways (NHs) 
totaling to 34,298 km connecting important towns cities, 
the 
Industrialisation of the country has induced a traffic 


ports and industrial centres of country. 
growth of 8-12 percent per year on many sections of 
National Highways and this is expected to continue. 
While the traffic on National Highways has been growing 
at a rapid pace, the Government has been unable to 
provide matching funds match 
the deficiencies in the network. 
The has 


begun a 15-year project to widen 


Indian government 


and pave some 40,000 miles of 
CILKATA Å 
narrow, decrepit national highways, 


with the first leg, budgeted at $6.25 billion, to be 


largely complete by 2006. The Golden 
Qualdrilateral, conceived in 1998, though under 


execution, has yet to see completion. A whopping 


Rs 500 billion (estimated) is required to make a 


reality. 
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Infrastructure. It's the support system for tomorrow's industry. Tomorrow's economy 
And, in fact, for tomorrow itself. 


It's in this crucial sphere of construction that L&T has developed critical 
expertise.The ability to accelerate pace and upgrade quality. 


Our construction record includes Asia's highest viaduct - built using the incrementa! 
launch technique - and tunnels through the toughest terrain. We have also built 
highways, airports and maritime structures. And more power plants than any other 
construction organisation. 


Tel: *91-44-22526561, 22526000 

Fax: *91-44-22493317 

e-mail: vsramana@Intecc.com 

Websites: www.Intecc.com 
LARSEN & TOUBRO LIMITED www.larsentoubro.com 


Engineering Construction & Contracts Division 
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Construction and Engineering | 
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The size of the construction industry in India is over $25 
billion and accounts for 6 per cent of the GDP. The industry 
is growing and the government has allowed FDI in this 


l 
| 
MUS | | 
sector. This has seen an exponential growth rate in the | 
| 


construction machinery and equipment sector. A new trend | 


Larsen & Toubro 


Competition in the Construction Sector has got tougher. How has L&T 
managed to keep up and upscale? 
Yes it is true that competition has increased in the construction industry. Lot 
of small and medium contractors are graduating to higher levels. But the 
sectoral growth now is unprecedented! 

L&T has built up a brand which has stood the test of time in the last over 
6 decades. It has kept its leadership position and has been able to upscale 
operations all these years through various initiatives and by the business 


excellence model which are built into the 
organization 
While quality and speed have been our 


efforts towards 


cost-reductions 


hallmarks, — our continual 
improvement and been 
beneficial to the chents, which have helped us retain 
our leadership position. Our dynamic organizational 


have 


structure meets both the engineering requirements 
(functional needs) and geographical needs of 
e business, in line with emerging situations. | must sas 
that we have also been able to attract better talent 


vis-à-vis other construction companies. 


Member Board and 


Sr Exec Vice President 


What is the level of technology scaling that LAT 
has done in the last few vears? 
Technology in construction has been evolving over the last few decades at à 


-L&I 


relatively faster pace compared to much earlier decades. New technologies in 
construction. generally relate to advanced methods of execution or cost- 
saving designs, innovations and new materials. 

L&T has been constantly upgrading its construction methods and today 
is on par with global leaders. We have in this respect always been in the 
forefront of acquiring technologies whether it is 'slipform', launching girder 
tunnnelform, 
for road construction, introducing GIS for design engineering or breakwater 


method' for bridge construction, introducing new materials 
construction. Recently we had a developed à roofing structure in Hyderabad 
for which we have secured ล patent for "Portable Roof Structure". The 
underground tunneling done by us for DMRC matches the technology used 
for the Chunnel connecting France and Britain. 


The Indian construction industry is not IT savvy. 
customized solutions to offer the industry? 


Has L&T any 





here has been the rentals industry. More companies now 
prefer to rent equipment rather than buy. Engineering 
equipment finds demand in sectors like cement, steel, 
power, chemicals and petrochemicals, all of which have 
been adversely affected by the general slowdown in the 
Indian economy in the past. Indian manufacturers are 
capable of catering to most of the customer's needs. India 
has an installed capacity of 7000 MW in turbines. Some 
Indian manufacturers like BHEL and Larsen & Toubro 
have made a mark in the international. markets, while 
some of the Indian arms of multinationals are a global 
base for outsourcing products and services including 
R&D. 





L&T has been very IT savvy and was among one of the first companies to 
introduce IT in its operations. We have our own CeMa - Construction 
Management customized solutions developed as an EIP - Enterprise 
Information Portal - to facilitate, manage and speed-up our operations. This 
integrates the Supply Management Chain and all the stakeholders across the 
entire process of design, development, tendering, bidding. budget planning 
and work scheduling. 







How does L&T manage business processes in its projects? 

As in any other sector, Customers’ priorities and satisfaction drive the 
business processes in construction as well. With six decades of experience in 
construction, L&T has been able to develop excellent business processes to 
deliver projects in time and with top quality and high safety standards. For 
every element of project operations we have standard manuals and guidelines 
with appropriate checks and balances. We also have a Quality Management 
System in place, which caters to all facets of operations. All the business 
processes and the construction activities have laid-down procedures. We can 
indeed boast of one of the best systems in the construction sector. Some of 
the laurels we have won like CHExim Bank Award, IMG Ramakrishna Bajaj 
Award would testify to our levels of process orientation and drive for 
excellence. 





















Can you expound on L&T's strategic initiatives to increase its market 
base? 

Nourishing and retaining customers by excellent performance to secure 
repeat orders have been one of the driving forces of L&T's success and 
manifold growth. While doing this, we constantly also add new customers 
- keeping track of their expansion plans. We have also ventured into new 
business lines from time to time. Recently we have ventured into Hydro 
Electric Projects and more recently we have forayed into providing 
Engineering Design services for global companies. Strategic tie-ups and 
joint ventures also enable us to widen our market base. 




















What is L&T's future plans for the overseas market? Considering it has 
a sizeable number of projects in Oman and Kuwait, does it plan to 
extend the same to other markets? 

We have restructured the operations to give maximum thrust to our efforts in 
the Gulf region. A separate business structure is now formed to focus 
exclusively on six gulf countries viz. Qatar, Saudi, Kuwait, UAE, Oman and 
Bahrain. We intend to consolidate on our experience and resources in Gulf. 
However, we will continue to selectively look at projects in other countries 
in the Middle East, a couple of countries in Africa and in the South Asia as 
a 











well as South East Asia. 
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The POWER of Individuals 
Representing our people and the 
talent within Ingersoll Rand 


The POWER of Innovation 
Representing our products and the 


competitive edge of Ingersoll Rand 


The POWER of Identity 
Representing the uniform product 
identity and the strength of our 
Ingersoll Rand brand 


The POWER of Ingersoll Rand 
Representing the culmination of ALL 
of the strengths Ingersoll Rand 
signifies the POWER of everything 
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;senville da Silva 


Vice President & 


oll Rand 


Banking & Finance 


KfW Bankengruppe, one of Germany's largest banks is 


planning to increase its commercial lending portfolio in 
India to $3.72 billion by 2009, The institution has already 
invested in two Indian infrastructure funds promoted by 
IDFC and IL&FS. 


While most of KfW's involvement ——— 


"INT d 
ภั ณ์ 


has been in development and 
government linked funding, the 


firm is now looking at 


participating in infrastructure 


projects in a big way. 
It is likely that KfW may look at 
investing in the Mumbai and 
Delhi airport projects. 


UNESCAP estimates the 


Ingersoll Rand 


Can you briefly talk about the market scenario for Road building 
equipment industry in India? Who is the leader? How would you 
describe the Indian road building equipment market vis-à-vis the global 
market in terms of business and overall growth? 

A key contributor to economic development is ‘connectivity’. In a vast 
country like India, urban and rural road connectivity is crucial for the 
country's economic growth, India needs good roads and hence the Road 
building industry has great growth opportunities. Ingersoll Rand is a market 
leader in this Industry with concurrent technology equipment and services 
that are making a key contribution to the road 
connectivity in India. 


What is Ingersoll Rand's share in the market and 
how would you describe its market position vis-a- 
vis its chief competitors? 

Globally, Ingersoll Rand is the largest manufacturer of 
Road building equipment. ไท India too, we hold a 
significant market leadership. 


What kind of quality control measures are followed 
by Ingersoll Rand at its manufacturing units and 
how dynamic is vour R&D department? 

Ingersoll Rand manufactures products in India, which 
are concurrent in technology, quality and performance. 
As an organisation, we do not make any distinction in 
the quality or performance standards in the different markets that we serve 
globally. 


eneral Manager 


India) RU 


What are the initiatives taken by Ingersoll Rand in educating its clients 
with regards to the new technology? 

Ingersoll Rand strongly believes that training is critical for optimum asset 
utilisation and for establishing best practices. Through our training institutes 
such as Rasta, Road Institute and Utility University, Ingersoll Rand provides 
platforms for Process, Application, Operations and Maintenance training to 
ensure optimum asset utilisation and bring global Road building and 
Construction practices to the Industry. 


What are the major leading issues and challenges faced by the road 





resource requirement in transport, ICT, energy and water 
to grow largely. The total infrastructure investment 
requirements for the next five years again have been 
estimated in the report at about Rs 4000-4500 billion 
(ป ร ร 115-130 billion). Most of the development is 
expected to happen in urban and rural infrastructure. 
Real estate in India shows signs of growing from US $12 
billion to $45-50 billion in the 
next five years. What has fuelled 
this been the 
Government's decision to allow 
100 per cent FDI that has acted as 
ล catalyst. Moreover, the Union 

2005-06 
aimed — at 
providing a strong fillip to rural 
and agricultural growth. The 


growth has 


Budget in Its 
recommendations 


building equipment-manufacturing industry in India today? 

Major challenge faced by the Road building industry is asset utilisation. 
Impediments such as land acquisitions, shifting of utilities, restricted 
working hours and other obstacles prevent good asset utilisation. The next 
big challenge is availability of trained manpower to operate these new 
technology machines. 


How environmentally conscious is Ingersoll Rand and the industry in 
general? 

Ingersoll Rand is a ISO14000 and OSHAS certified facility. Through efforts 
such as 6S, we ensure that environmental protection, safety and occupational 
health are prime focus of all our employees. 


Does Ingersoll Rand have any kind of technical collaboration with 
internationally reputed manufacturers? 
Ingersoll Rand is a global, diversified manufacturer with market leading 
Industrial and Commercial brands serving global growth markets of 
Construction, Compact Equipment, Industry, Security and Climate Control. 
A 100 year old company with over 80 manufacturing facilities and 
approximately 40,000 employees through out the world, Ingersoll Rand 
Products, Services and Solutions enable customers to achieve real progress 
and create positive impact in their world. 


Apart from road building equipments, what are the other construction 
equipment products from Ingersoll Rand for the Indian market? 

Apart from Road building equipment, Ingersoll Rand through its Utility 
equipment business provides Portable Compressed air solutions to Marble 
and Granite quarry, Construction industry, Aggregate quarries, Waterwell and 
all other markets that need compressed air power. Ingersoll-Rand Light 
Source, a recent addition to the product range, helps increase asset utilisation 
by extending the available working hours in al] Construction, Road building, 
Quarry and Mining markets. 

Compact Vehicle business with market leading brands like Bobcat are 
now offering Utility solutions to Solid Waste Management, Residential & 
Non-residential construction and other markets which require Compact 
Equipment. 


What according to you would be the key drivers for this industry's 
sustained business growth in the coming vears? 

The key drivers to this growth would be Government's continued focus on 
developing urban and rural road connectivity and investments in this critical 
area of infrastructure development. t 
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Infrastructure Development 
Finance Company Limited 


Can you expound on IDFC strategic initiatives to increase its market base? 





We have a multiple strategy for 2006. We are targeting asset development and mainly going proactive on developing projects. We have invested in Feedback 






Ventures where we will bid for developed assets of large projects we are getting into debt syndication and equity placement. This will generate a fee income 






for IDFC. We have just closed a second fund at 430 million dollars which comprises investment from foreign investors who are keen on 






investing in private equity funds, We have also started IDFC Private Equity where in we will mobilize third party investors wanting to 






invest in ‘debt in equity’. 






What growth do you foresee in the Infrastructure Finance market in the next 5 years? 






With the GDP going up transportation, aviation has seen an upsurge in investment. Aviation sector alone is growing by 20% pa. We don't 
going pe 8 g D) 






see any slack in infrastructure investment. We don't see any slack in infrastructure investment in the next few years. The government is 






building 45000 kms of roads across the country. There is a huge demand and supply gap. Infrastructure financing has huge possible. It 






will be in excess of the growth rate of GDP. 


What are the problems faced by companies in this industry. 







The debt capital market has not yet evolved. There is a need for a deep and life long infrastructure finance market. The mortgage market 






เจ 


i xecutive Direct in India has vastly improved. In infrastructure finance the long term financing policies need improvement by the government .It needs 


1 0 






to develop a regulatory framework and fast. The electricity act of 2003 has improved the private investment in the electricity sector. 
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Transportation has yet to see lot of formation. These are the just two of the problems I can speak of now. 


What is the solution to the increasing demand for the Infrastructure finance in the country? 







The government has recognized the need for private investment in infrastructure finance. The Public-Private partnership should be able to achieve a few 







milestones with m the next few years. 1 am optimistic of this sector taking off in the next five years. a 





focus has been on improving irrigation infrastructure, 
making available abundant credit, according high 
priority to food processing and horticulture sectors and 
creating a road map for a Bharat Nirman’ - which aims to 
drive rural infrastructure development. The rural sector 
allocation has been enhanced to Rs 183.34 billion and a 
Rs8O billion corpus has been earmarked for Rural 


Infrastructure Development Fund. 


will go up from the current 210 to 650 by 2012. India is, in 


| - * * - BH * * 
| fact, looking at an investment of around $10 billion in 


Airport Infrastructure | airport infrastructure and aircraft acquisition plans; it 


would top $40 billion over the next seven years. The 





Are India's airports ready to cope with the aggressive fleet | Government plans to upgrade and develop 35 non-metro 


expansion or leasing plans that several domestic airlines | airports over the next five years and will invest around Rs. 
have announced? The larger issue is that airport | 5,000 crore towards this. Better example toward this 
infrastructure is in bad shape with the Mumbai and Delhi | initiative is Hyderabad International Airport and the 
privatization of Delhi and Mumbai Airport. The Civil 


Aviation ministry has already identified technical, legal and 


airports leading the way. A report on the civil aviation 
industry by the credit rating agency, ICRA, says that the 
financial advisors to work out the modalities. Work is to 
commence in 2006-07 and all 35 are to be readv by 2008- 
09, according to the minister. In a unique model, these 


lack of airport infrastructure could become the biggest 
hurdle constraining the growth of the industry. 
CAPA estimates that given the aggressive plans of 


domestic airlines, the number of aircraft in Indian skies | airports will be developed on a public-private partnership 
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With easy finance, within easy reach. 


Your business requires extra investment. You know that with adequate funding, you'll mine a 
golden opportunity. 


At L&T Finance Limited, we provide you the full gamut of financial products and services for trade, 
industry and agriculture. There's a wide range of options to suit your needs - big or small. Call us 
for details. 


Nationwide presence 


L&T FINANCE LIMITED 


3B, Laxmi Towers, C-25, 'G' Block, Bandra Kurla Complex, Bandra (E), Mumbai 400 051 
Tel: 67569800 Fax: 55569898 email: corporate(glltfinance.com | 
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IDEB 


What started as à single entity in. 1997, IDEB Inc. today is a growing 
conglomerate having active operations in Engineering Construction, 
Manufacturing, Hospitality & Real Estate across the country and has tied up 
with international partners. 

The genesis of IDEB dates back to 1942 when Mr. Iqbal Singh Bedi 
pioneered Real estate development in Lahore - then part of India, and post 
partition continued operations in Delhi. 

The group today has 
an yearly revenue 
exceeding Rs. 450 Crores 
(2004-2005) and has is 
targeting à turnover of 
1000 crores by 1007 

IDEB Projects (P) 
Lid., an ISO 9001:2000 
company consists of a 
including 260 Engineers 


along with a 4000 strong 


at 


work force. The company 


has all the latest 





construction equipments - 
Tower cranes, Batching plants, Transit mixers, Concrete pumps, Road 
equipments - Crushers, Wagon drills, Compressors, Excavators, Dozer, 
Motor grader, Vibro and Tandem Rollers, Payloaders, Hot mix/Wet mix plant 
etc.. to execute massive infrastructure projects. 


basis and possibly in clusters of five. This will make them 
profitable and attractive for investors. The ministry is now 
fully seized of the fact that unless the airports can handle 
large numbers of passengers, they will not be viable. 


Urban Infrastructure 


Real Estate in India shows every sign of emerging as one 
of the fastest growing sectors, with the potential to grow 
from US$ 12 billion to a whopping US$ 45-50 billion in 
just five years. In particular, the recent decision by the 
Government to allow 100 per cent FDI in the sector along 
with the easing up of bank finance for developers have 
acted ล ร important catalysts for the sector. Thus, the 
demand for quality housing is expected to keep rising in the 
years ahead. 


Ports & Shipping 


The natural advantage of a 6,000 km coastline requires 
India to use sea transport for the bulk of cargo transport. 
Following the policy of liberalisation, the Indian shipping 


dedicated team of 480 staff 


The company follows sophisticated project monitoring techniques and 
adopts high safety standards. Today the company is executing various 
projects spread over the country in places like Bangalore, Delhi, Dehradun, 


Pune, Mysore, Noida, Jamnagar, Hyderabad, Sira-Chitradurga and Trichy. 


Some of the projects executed by IDEB include: 
* 170 km water pipeline (750mm dia & below) at Trichy, Tamil Nadu 
๑ 6700m long drainage system at Greater Noida, Uttar Pradesh. 
* Bridges & Flyovers on National Highway No. 4 & No. 5. 
๑ 63 Km Road project in Madhya Pradesh. 
* 29 Km Elevated Viaduct in Delhi. 
* 600 M flyover in Hiriyur, Karnataka. 
* 10 MLD Water Treatment Plant, Orissa. 
๑ 835,000 sft. Sigma Soft-Tech Park at Bangalore. 
๑ 414 flats for Kargil War Heroes at Delhi. 
๑ Sigma Mall - 2,35,000 Sft. on Cunningham Road, Bangalore. 

Ongoing works include 

Design and build Elevated Viaduct of length 4.6 km and Five elevated 
stations (Inderlok, Ashak Park Main, Punjabi Bagh East, Shivaji Park, 
Madipur) on Inderlok-Mundka Corridor for Phase 11 of Delhi MRTS 


Cyber Doon Tower , an IT park at Dehradun as a joint Venture with 
SIDCUL, a Government o0f Uttarnchal enterprise. 


Springfields, a highrise residential complex on Sarjapur Road with 


ultramodern facilities. 


Tivoli, built to suit apartment complex near whitefield, that allows the 


customer to personalize his home. e 





industry, major ports, 
as also national 
highways and water 
transport have been 
thrown open to the 
private sector. India is 
also among the few 
countries that offer fair 
and free competition to 
all shipping companies 
for obtaining cargo. 
There is no cargo 
reservation policy in 
India. 
major ports and 185 
minor ports. With the various port projects envisaged in the 


There are 12 





NMDP, the shipping department expects to achieve a 
capacity to handle 917 million tonnes of traffic by 2013-14. 
An additional capacity of 253 million tonnes is expected to 
be reached by 2009 itself. Nearly 17 per cent or Rs 17,000 
crore was expected as budgetary support and Rs 47,000 
crore from the private sector. 





The routes to worldwide | 
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Strategically located in the Gulf of Kutch in Existing Facilities and Infrastructure 
Gujarat, the port of Mundra is an all-weather, 


round-the-year, multipurpose port offering the |° Multipurpose Terminal comprises four 


whole gamut of logistic services to its 


berths and one barge berth for dry and | 

customers. liquid bulk, break bulk and miscellaneous | 
cargo with the capacity to handle 10 

| 

| 


s A UE 
he port is in close proximity to the MMTPA. 


country's western hinterland and is well 

connected to the national road and rail e Container Terminal has two berths capable 
network. Air link to the port is via airports of handling 1.2 million TEUs. 

located at Bhuj and Gandhidham, a short 6 ๑ Single Buoy Mooring terminal capable of 
distance away. Mundra port provides shortest handling VLCCs. 

rail links to the northern, western and central 


regions of India. Sophisticated equipments and 
mechanised facilities for dry bulk ^ € 4additional multipurpose berths by 2006 


Developments in progress 


ensure high productivity with quick ^ e Container Terminal - 2 by 2007 | 
turnaround of vessels with zero waiting . Executive Air-strip by 2006 | 


period. T 
e Vast back-up area for port related activities 


Port provides substantial areas; 

covered as well as open, for storage of large The port of Mundra can propel your business 
cargo size in addition to a liquid storage terminal graph and develop longterm customer 
for all classes of POL products & chemicals. relationship with you. 





GUJARAT ADANI PORT LTD. 


Port Office : Post Bag No. 1, Mundra - 370421, Kutch Tel: + 91- 2838- 289448/248 
Fax: +91-2838-289440/200 Website; www.portofmundra.com 

Customer Service Cell : 02838- 289459, 289334, 289368 

Marketing Cell: 02838-289242, 289382 


MUNDRA PORT Mumbai Office: 62, 6th floor, Maker Chamber-3 Nariman Point, Mumbai-400 021 


THE MARITIME MASTERPIECE Tel Nos: + 91-22-22022323, 22022479, 22022480, 22022483 





Gujarat Adam Port Ltd 
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Adani Group: Building 
Values, Changing Lives 


The US$ 3.6 Bn Adani Group under the visionary leadership of Mr Gautam 
Adanivisionary believes in building not just businesses but value 
proposition. It is this drive that is making a profound socio-economic 
impact, be it a Multipurpose Port, special economic zone, Mega power 
plants, Transportation & logistics, PNG / CNG delivery mechanism, edible 
oil refinery or a chain of supermarkets. Adani groups vision to be a......... 
globally competitive, India-focused, multinational company with leadership 
in value-added trading and nation-building infrastructure. 

Building Values....... Changing Lives.’ The Adani Group's working 
philosophy. A credo that is about building a better lifestyle and a better way 
of doing business. The essence is ‘a better future for everyone’. 
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Capt. Sandeep Mehta 


Ports: 

Gujarat Adani Port Ltd. 

After the success in global trading, the Adani 
Group the Group joined hands with the 
Government of Gujarat to form Gujarat Adani 
Port Limited (GAPL) and establish Mundra Port, 
Western India's first private port. 

All-weather and multi-purpose, Mundra Port 
is equipped with fully mechanized handling 
systems for dry bulk cargo with record unloading 
rate of 30,000 TPD. It's 17.5 meters of draft offers 
direct along side berthing for even Panamax and 
Cape Size vessels. 

Mundra International Container Terminal 
Mundra International Container Terminal (MICT) is strategically located 
near India's largest cargo generating regions. MICT operates round-the-year 
with no tidal restrictions. With its quay line of 632 m and depth of 17.5 m 
alongside, MICT is capable of handling 1.2 Mn TEUs per annum. 

Outside the container terminal, several container freight stations, spread 
over an area of 200 acres with closed warehouses of over 100,000 sq m and 
container yards are available. 


President 


B.L. Kashyap & Sons Ltd. 


Competition in the construction sector has got tougher. How has B L 
Kashyap managed to keep up and upscale? 

Competition in the construction was always tough & has been from the past 
decade or so. BLK has always managed to keep abreast and ahead of the 
competition by fulfilling its committment based on timely delivery with 
stress on quality and a flexible management. BLK has managed to upscale its 
size of the projects by taking up larger challenges and fulfilling them to its 
best abilities. 


What is the level of technology scaling that B L 
Kashyap has done in the last few months? Has 
it moved ahead of its competitors? 

B.L. Kashyap & Sons has continued to mechanise 
its operations on a continuous basis and definately 
has an edge over some of its competitions by 
numbers and technology fronts. Today atleast 60- 
7056 of our operations are mechanized. 


The Indian construction industry is not savvy. 

Has B L Kashyap any customized solutions to 

offer the clients? 

M/s B.L. Kashyap has always done & given 
"solutions" to its clients by "value Engineering" to expedite construction & 
for quality finishes which is due to the fact of having such a vast experience 





Belekeri 
The Adani Group is operating bulk cargo handling facilities at Belekeri Port, 
located in North Karnataka. Capacity of port is 3.0 Mil TPA and can be scaled 
up with suitable investments in infrastructure. 

Dahej Port: Adani Petronet (Dahej! Port Pvt. Ltd. 

Adani Exports Ltd. and Petronet LNG Ltd. have formed ล Joint Venture 
company called Adani Petronet (Dahej) Port Pvt. Ltd(APPL), for the 
development of a Dry Cargo Port at Dahej. Situated along the eastern coast 
of Gulf of Khambhat, Gujarat, Dahej Port is expected to handle Dry Bulk and 
Break-Bulk Cargo through vessels of up to 80,000 DWT and 13.2 m draft. 
Mundra Special Economic Zone Limited 

India's largest SEZ is spread over 10,000 hectares, Mundra SEZ is being 
developed as an integrated business city to provide excellent public, private 
and foreign investment opportunities. It is envisaged as a multi-product, 
multi-sector SEZ and will be benchmarked with the best SEZs of the world. 
The in-zone Sea Port, Container Terminal, Rail and Air Link, along with 
National and State Highway connectivity make Mundra SEZ truly multi- 
modal - an essential requisite for global business. 

Adani Energy Limited 

Energizing à greener tomorrow 

Adani Energy Limited is promoted to set up a distribution network that 
would make Compressed Natural Gas (CNG) and Piped Natural Gas (PNG) 
accessible to Industrial, Commercial, Household and Transport sectors. It has 
set up pipeline network in and around cities of Ahmedabad and Vadodara. 
Adani Power Pvt. Limited 
The Adani Group is foraying into Power Generation through Adani Power 
Private Limited (APPL). This US$ 550 Mn., 2 x 300 MW, coal-based, 
thermal power project will fuel the development of the Group's large-sized 
infrastructure projects like the Mundra Port and SEZ. 

Adani Logistics Limited 
Adani Logistics Limited aims to provide comprehensive logistics solutions 
for companies to compete on both cost and time in global markets. 

Major businesses under Adani Logistics Limited are: 

* Food Corporation of India Silo Project : 

* The Container Rail Logistics : 

* The Inland Container Depot (ICD) Business : 

The future course and every move ahead by Adani group indicate 
towards diversification in infrastructure ventures. Adani group is investing 
Rs. 4,500 Crores for these under development projects creating delights for 
its customers. ฆ 








































in all kinds of construction & in all kinds of environments. Indian 
Constrcution industry today acknowledges and accepts new technology to 
further its scope of work. 


How does B L Kashyap manage business processes in its projects. 

B.L. Kashyap & Sons manages its business process in its projects by adapting 
a selective "methodology of construction" with reference to construction & 
all its safety components. An ISO 9001-2000 certified process gives the 
company an edge in having a defined process and approach to its 
construction activities. BIK has a professional approach for all its projects 
and lays a great stress on EHS (Enviornment, Health and safety) 


Can you expand on B L Kashyap 's strategic initiatives to increase its 

market base? 

B.L. Kashyap & Sons in order to increase its market base has taken the 

following intiatives. 

a) To expand both vertically ๕ horizontally. 

b) To grow the company in an inorganic and organic way. 

c) To have à long term understanding with clients & increase its client base. 

d) To get into joint ventures with like minded companies to bid for very 
large projects. 

e) To try & create our own construction projects by working with various 
developers all over the country 


What are B L Kashyap 's future plans for the overseas market? 

B.L. Kashyap has been offered several projects abroad and unless BLK is 
able to gets a project on its own, it would not like to be a sub-contractor at 
this stage. พ 





www.idebinc.com 
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ISO 9001-2000 company is one of India's Bridges on NH4 and NH5 and water/sewage 
&hgineering construction and infrastructure treatment plant in Orissa/Tamil Nadu. India's 
gh nerates targeting a group revenue of Rs 1000 dreams are taking us much further. Also 


ores E FY C , with a dedicated team of developing 6.5 million square feet 


๕ % 
and pan India operations. 
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IDEB : 
PROJECTS (P) LTD 2 
an ISO 9001:2000 company 








Head Office : 9th floor, Delta Towers, Sigma Soft-Tech Park, #7, Whitefield Road, Bangalore - 560 066. Ph: 91-80-55161100. 
Fax: 91-80-55161110. Email:idebcon@idebinc.com 





Bangalore | Chandigarh | Delhi | Dehradun | Hyderabad | Jaipur | Jamnagar Noida | Patiala Purn 
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SBI Capital Markets Limited 
Infrastructure As We Know It 


Infrastructure, in the urban context (notwithstanding the definition of 
infrastructure facility' as per the Indian Income Act) typically comprises 
two general groups of support systems, viz. Transportation and Utilities, 
which prevail in the public sector, private sector or under a public-private 
partnership. 

SBICAP's Infrastructure Advisory & Funds Arranging practice, covers 
the entire gamut of infrastructure sub-sectors and is today a leader in the 
marketplace with over a 25% market share. In fact, the year 2005 saw 
SBICAP capturing an 8.5% market share in the Asia Pacific Region (incl. 
Japan) for project finance fund arranging, ranking SBICAP at the No.1 
position in the region. 


The Task At Hand 


The financial integration of India's economy with the world has made it 
imperative for the country to portray commercial resilience. The dynamics 
of world integration reinforce the need to harness untapped potential 
towards creating a reservoir of wealth. 

While the Government of India has taken a number of Policy measures 
for supporting the required growth, the measures on the Institutional front 
clearly fall short of the desired intervention. 
An example of this shortcoming is delved in 
more detail subsequently, and to fathom its 
criticality, one needs a snapshot of the 
quantum & type of financial requirements. 


Funds Required 


It is estimated that the funds requirement for 
investment over the next 5 years in sectors such 
as power, hydrocarbons, roads, ports, water, 
waste management, civil aviation and telecom 
is of the order of US$ 165 - 170 bn., i.e. at an 
average of around Rs 1.5 lac crore p.a. 

To put things in perspective, the said 
requirement of around Rs 7.5 lac crore, is 
equal to or more than the foreign exchange 
reserves of the country as on date or then, 
around 50% of the aggregate outstanding 
scheduled commercial banks’ credit to and 
investments in (Rs 15 lac crore on 31st March 
06) the commercial sector. Alternately, the requirement stands at approx. 
25% to the total outstanding money supply (M3) in the system. 


The Constraints 


It is thus seen that although there is fair amount of liquidity in the system, 
the gigantic funds requirement of the future, dwarfs the same. It is 
necessary to note that it is not only the above handful of sectors which are 
competing for the funds. 

Coupled with the above constraints are the necessary but inhibiting 
factors of prudential norms, which rightly restrict over exposure of funds a 


particular sector. 


50 Are There Any Solutions? 


surely, when pursuing the kind of infrastructure growth envisaged, we as a 





country cannot turn a blind eye to the available financial resources across 
the globe. Needless to say, it is not that foreign funds are shying away from 
India. But sadly yes, the resources are not coming into infrastructure 
projects, which require longer term commitments. 

Towards attracting long term foreign investment thus, what needs to be 
done is the addressing of investor concerns, which could be targeted through 
institutional interventions. 

One of these is the setting up of Special Judicial Authorities that would 
deal with litigations only in respect of cases where cross border financing is 
involved. The other intervention required is the putting in place of 
institutional systems which support the availability of long term financing. 

Surely, capital is not following a mirage. A closer analysis of the above 
will show that the reason why the region is attracting funding is because the 
institutional framework put in place provides the much needed investor 
comfort on the offtakers' / users' payment ability backed by an acceptable 
payment security. 

The Government could consider system which requires say only 50% 
of the secured debts to be repaid over a period of say 10-15 years, with the 
repayment of balance through ล bullet tranche at the end of the agreed 
period being guaranteed through a take-out financing, which financing itself 
would then be amortized over a further 5-10 years. This would thus lead to 
a better matching of the technical and financial life of projects, thereby 
reducing the pressure of capital recovery in the short term and substantially 
bringing down user charges. The results ... a Viable and Affordable 
infrastructure facility. 

To put to rest some of the anticipated arguments against the above, it is 
reiterated that the procurement processes need to be robust. In fact. in the 
foreseeable future, it can be reasonable assumed that a successfully 
operating project would be a sought after facility, and would offer itself for 
refinancing from commercial lenders themselves - thus there may ever be a 
call on the promise of future support by Government, although such 
assurance would have enabled achievement of the desired objectives as set 
out upfront - and all it would have entailed is the simplest form of financial 
structuring. 


SBICAP Intervention - As A Financial 
Structuring Intermediary 


SBICAP is a full service Investment Bank and a strong infrastructure sector 
practice which has been active for the better part of 2 decades. SBICAP's 
expertise is not only availed of by its domestic clients. but also by 
international players for their projects overseas and in India. 

To share some numbers, until last year, in each of the previous 5 years, 
SBICAP has mobilized debt capital of around Rs 4,500 - Rs 7.000 crore 
(US$ 1 - 1.6 bn) for its clients. Last year, the amount tripled to Rs 20,000 
crore (US$ 4.5 bn), and this year SBICAP is doing more than that! 

Also, SBICAP's financial structuring has helped clients optimize their 
finances. Earlier, funds mobilization for infrastructure was done at 
DebuEquity ratios of 60:40 to 70:30 - this year we're looking at levels of 
90:10. The structuring interventions have also elongated debt maturities 
which have stretched to 17 - 20 years. Also, the exercise for financing of 
projects which used to span multiple years earlier, now could take as little 
as 50 - 90 days (start to finish!). 

Just a reminder, we're not talking of a few billion dollars a year any 
more - India's now looking at more than à couple of billion dollars of 
investment each month, month on month for the next 60 months - from 
sources which have competing lucrative options that also lie in our 
neighbourhood. + 
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อ BEML is ranked the first amongst fastest 


growing construction equipment 


WA companies in India! 





The prestigious Construction 
World - NICMAR 2005 award 
reaffirms BEMLs leading position 
in the infrastructure revolution in 
the country. As the largest 
manufacturer of construction 
equipment, BEML is making 
sustained efforts in introducing 
cost-effective and value-added 
products as part of its innovation 
and growth drive. 


BEML continues to consolidate its 
presence in sectors such as 
mining, defence, railways while 
expanding its presence in Asia, 
Africa, Europe, Middle East and 
Latin America. 


BEML is aiming higher at a target 
of Rs.2200 crores in Sales Turnover 
for FY 05-06. With a rapid pace 
of growth, it aims to achieve 
Ks.5,000 crores in its Golden 
Jubilee Year 2013-14. 


Bharat Earth Movers Limited 


(A Govt. of India Undertaking under Ministry of Defence) 


Corporate Office: BEML Soudha, S.R. Nagar, Bangalore — 560 027 


Tel : 080-22224141 Fax : 080-22224451 e-mail : dirmarvsnl.com 


www.bemlindia.com 
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GMR Hyderabad International Airport, Hyderabad 

€ A Joint Venture of GMR Group, Malaysia Airports Holdings 
Berhad, Airports Authority of India and Govt. of Andhra Pradesh 

€ (1stphase to be completed in 2008 

€ Concession for 304-30 years 


Delhi International Airport, Delhi 

€ A Joint Venture of GMR Group, Fraport AG, Malaysia Airport, 
India Development Fund and Airports Authority of India 

€ stphase to be completed by 2010 

€ Concession for 30+30 years 


A PURE INFRASTRUCTURE COMPANY 


€ GMR Infrastructure is a pure infrastructure development 


company and nota construction company. 


@ Executes projects within stipulated time and budget 


Collaborates with world-class companies and brings in state 
of the art technology 


@ Has developed 5 Greenfield infrastructure projects and is 
working on 6 more Greenfield projects and 1 Brownfield 
project in the areas of Airports, Roads & Power. 





GMR Energy, Mangalore 

€ 220MW. Floating power plant 
GMR Power Corporation, Chenr 
€ 200 MW. 2 stroke stationary er 
Vemagiri Power Generation, Raji 
€ 370MW. Gas based power pro 


Project under development: 
Alaknanda Hydel Power, Uttarar 
€ 140 MW. Near Badrinath 


Power 


€ Owns 3 power plants across 3 st 
capacity of 790 MW 


@ One 140 MW Hydel Power Plant ur 

Roads 

€ Has completed and is operatinc 

@ Has won 3 additional Toll based proj 
project 

Airports 

€ To develop and operate the Greenf 
Hyderabad 


€ To operate, manage and develop 
Airport 
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e Tuni- Anakapalli on NH 5 in Andhra Prades! 
e Tambaram - Tindivanam on NH 45 เท T 

er plant 
Projects under development: 
KJ Amt Chand jarh on NH 21 - 22 
e  Adioor Yellaredady - Kalkallu on NH 7 in Andhra Pradt 
e  Faruknagar - Jadcheria on NH 7 in Andhra Prades! 
» Tindivanam - Ulunderpet on NH 45 in Tamil Nad 
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with a total generation 


To build entrepreneurial organizations that make 
a difference to society through creation of value 


evelopment 
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‘Lune In And Stay Tuned 


The booming FM radio industry will recruit at least 10,000 people 
this year. And the time to enter this growth sector is now. 


KAPIL BAJAJ AND AMAN MALIK 





P WEE 


ADIO TOWERS ARE CHANGING 
R» skylines across Indian 

cities and towns. Whether 
you are in Jaipur or Jalandhar, 
Surat or Salem, you can’t miss see- 
ing them—either up, ready and 
beaming sound waves across their 
local areas, or under construction 
and getting ready to increase the 
crackle in the air. The obvious spin- 
off: the FM radio segment is creating 


Both demand for personnel and salaries will goup ง จ ง 
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Radio City's Saurabh Kanwar: Hiring aggressively for a bulk of off-air jobs in sales 


thousands—most estimates peg it 
at 10,000-plus—of jobs. And that's 
just for starters. 

“I see direct employment pot- 
ential of 15,000-20,000 in the ong- 
oing second phase of the FM radio 
revolution," says Prasad Swa- 
minathan, Senior Vice President, 
People Innovation, Entertainment 
Network (India) Ltd (ENIL), which 
operates Radio Mirchi, the largest 





FM radio operation in the country. 
ENIL has bagged 25 new FM radio 
licences over and above the seven it 
already has. It has already recruited 
about 130 new people in Ban- 
galore, Hyderabad and Jaipur, and 
is now looking for 700 more peo- 
ple for the remaining 22 new radio 
stations it plans to set up in the 
months ahead. 

"Currently, the bulk of the hiring 


(across channels) is happening in 
sales. Each radio station needs a min- 
imum of 25 people, regardless of 
its size. In metro cities, this rises to 
40-45 people. The break-up: 25 
sales personnel, 3-4 producers, 3-4 
copywriters, 3-4 ad schedulers, 8- 
10 Rjs, and 4-5 station engineers,” 
says E. Balaji, Chief Operating 
Officer, Ma Foi Management 
Consultants Ltd. 

According to Anil Mehra, 
Director, Radio Today Broadcasting 
Ltd (owned, incidentally, by the 
Living Media Group, which pub- 
lishes Business Today), the job mar- 
ket will really hot up in the next 
three months. Radio Today, which 
recently sold its popular Red FM 
radio stations in Delhi, Mumbai 
and Kolkata, will restart operations 
in these same cities and four others 
(it has bagged seven licences). 

"We'll soon start recruiting per- 
sonnel for our operations—from 
a new CEO down to the entry-level 
positions. We'll go to college cam- 
puses for the latter," says Mehra. 

Broadly, there's demand for 
two sets of people—the on-air tal- 
ent (RJs or presenters) and the off- 
air personnel (management, sales, 
advertising and engineering pro- 
fessionals). *The off-air people can 
be recruited from the print media, 
television companies and advertis- 
ing agencies, but on-air talent is a 
different kettle of fish. You need 
radio-ready people," says Roshan 
Abbas, one of India's leading RJs, 
who has recently launched Enco- 
mpass EMDI Institute of Radio 
Management, which trains 
wannabe RJs and other personnel 
for the radio industry. 

There is, however, an acute 
shortage of radio-ready profes- 
sionals in India. It's a new medium 
and even talented programming 
professionals poached from tele- 
vision industry will need time to 








POSITION QUALIFICATION PAY 

MD, CEO MBA Rs 75 lakh-1 crore . ต ร ti ด 

National Heads (Sales MBA (for sales and 6 ล แร ว 50 เส ด 0 ว ว ฤ ว โจ เ 

Marketing, Creative marketing) Pay We c REA 

and Programming) No specific eerie’ ae te 
qualifications for others 2E] d: j é . Maz 


Regional Directors (VP level) MBA 


Programming Heads 


No specific 
qualifications 
Rls No specific 
qualifications 


Freshers No specific 


qualifications 





Figures refer to annual salaries 


adapt to the new environment. 
ENIL's Swaminathan and Radio 
Today's Mehra say they are put- 
ting in place robust training pro- 
grammes to "culturally align" their 
recruits to the radio industry and 
develop their competencies. 












"Radio stations are mostly look- 
ing for young people with high 
energy levels, especially for the RJ- 
ing jobs. The RJ is the guy who con- 
nects directly with the audience 
and, so, is the main driver behind a 
channel's popularity," says Sunil 
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Kumar, a Delhi-based radio industry 
consultant. Agrees Ma Foi’s Balaji: 
“Wannabe RJs must have the ability 
to make listeners feel as if they are 
listening to someone face to face. 
Their auditions are highly compet- 
itive. For example, All India Radio 
auditions normally have around 
300 candidates, of which only six 
are chosen.” Adds Sohrab Bhramar, 
National Programming Head 
(Radio), Dainik Bhaskar Group, 
which has bagged 17 new FM radio 
licences: “Since there aren't eno- 
ugh trained professionals to fill up 
all the positions being created, we 
are placing at least one experienced 
person in each new station we are 
setting up. But the next 2-3 years 
will be extremely volatile and com- 
panies will have to deal with 
poaching at all levels." The main 
demand is for RJs who speak Hindi 
or other regional languages. *There 
are few takers for English-speaking 
RJS,” says Tarana Raja Kapoor, RJ, 
Go 92.5 FM, a former English lan- 
guage channel that has switched 
over to Hindi. 

The skewed demand-supply 
position naturally translates into 
high salaries. In metro cities, the 
RJs who regale you on your drive to 
and from work every day make Rs 
15-30 lakh per annum; those yap- 
ping away and playing music at 
other times earn Rs 8-12 lakh. The 
salary levels in other cities (all slots) 
are Rs 4-8 lakh per annum. At 
higher levels, programming heads 
get Rs 15-20 lakh in metros and 
Rs 8-10 lakh in non-metros, while a 
national programming head can 
expect Rs 25-50 lakh. 

But such salaries don't come on 
a platter. *An RJ should be able to 
research and script his own 
programmes and be technically 
competent," says Devjyoti Haldar, 
better known as RJ Dev to listeners 
of Radio Mirchi in Delhi. 

"The bulk of the off-air jobs 
are in sales—both corporate and 
retail. Here, MBAs are preferred, 
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ENIL's Prasad Swaminathan: Job boom in second phase of FM radio revolution 


though non-Mbas with experience 
in selling space for the print media 
may also get a look in," says 
Saurabh Kanwar, Marketing He- 
ad, Radio City (Music Broadcast 
Pvt Ltd), which has been hiring 
aggressively for its new stations in 
Hyderabad, Chennai and Jaipur. 
"Given the current shortage of 
manpower, radio companies are 
open to hiring MBAs from Tier-II 
institutes. At senior levels, however, 
they want MBAs from premier ins- 
titutes with relevant experience," 
says Ma For's Balaji. “For a top- 
level position, we look for someone 
with 10-12 years of relevant exp- 
erience and qualification such as 
an MBA," says Harpreet Singh, 
Manager (Radio Team), HT Media, 
which has FM licences for Delhi, 
Mumbai, Kolkata and Bangalore. 
"We're currently recruiting only 


for senior positions," he says, adding 
that junior-level recruitments will 
take place later. Hr Media will 
launch its first radio station in Delhi 
around Diwali. 

Apart from programming and 
sales personnel, there is also dem- 
and for technical, production, adm- 
inistrative and legal professionals. 
Electronics, electrical and comm- 
unications engineers are needed to 
maintain the radio stations and 
equipment, while legal profession- 
als draw up contracts with music 
companies and handle copyright- 
related issues. 

Industry observers say both 
demand for personnel and salaries 
will go up further once big players 
such as Anil Ambani's Adlabs, which 
grabbed 44 licences, start hiring. 

Reason enough for you to ride 
the airwaves? 


| 


Culture Pays 


Ever thought of running a museum? 


ULTURE, OR AT LEAST THAT PART OF IT THAT CAN BE 
Genet and marketed, is now a career option. 
Museulogy, for the uninitiated, is the art and science of 
running a museum. And several universities offer both 
bachelor’s and master’s degrees in it. And there are 
good, though niche, opportunities for museology 
grads. There are, of course, the government-run mu- 
seums. Besides, the various Birla factions, the Tatas, 
ONGC and MRF, among other corporate groups, have 
also set up museums for which they need trained 
hands. “All big and small museums require curators and 
there is a shortage of trained meseulogists,” says 
Jhumur Sarkar, MD of Astro Links, which specialises in 
restoration and conservation work for museums. 

PALLAVI SRIVASTAVA 


A BIRD'S EYE VIEW 








THE JOB: Managing museums 

THE QUALIFICATIONS: Bachelor's or Master's degree in 
Museology 

THE UNIVERSITIES: National Museum Institute, Delhi; 
MS University, Baroda; Calcutta University; Banaras 
Hindu Fiol Osmania University, Hyderabad; and 
aee Various central and state museums, 


private museums set up by large corporate groups. 

NEW PRIVATE MUSEUMS: Aziz Bhat Museum-Kargil, 
ONGC's second oil museum at Guwahati, RBI Monetary - 
Museum, Sachin Tendulkar museum in Mumbai 


THE PAY: Rs 60,000-1,20,000 p.a. in government mu- 
eums and Rs 96,000-2,00,000 p.a in the private sec- 
tor. Senior personne! at large private museums can eam 
10 times these sums, plus commissions on purchases 





COUNSELLING 


HELP 
TARUN! 


Q: | am pursuing MBA (Finance) from Kurukshetra 
University. My ambition is to work for consultancy firms 
such as Ernst and Young, KPMG and Pricewater- 
houseCoopers (PwC). However, | feel, that this will be dif- 
ficult as | am not doing my management studies from one 
of the premier institutes. 

You are right in that your MBA from a non-premier 
school may come in the way of your ambition. One 
option is to do another MBA from a premier institute 
in India or go for management studies abroad. 


Q: | am a 25-year-old commerce graduate working in a BPO 
in Mumbai for the past three years. | have just completed 
a part-time course in MBA. | would like to shift to Gurgaon. 
Please advise. 

If you are dissatisfied with your job content, chances 
are, you will be dissatisfied with it in any geographi- 
cal location. If the company is the issue, you can 
always change within Mumbai. Moving to Gurgaon 
is definitely an option as it is a growing BPO hub. But 
you will have to factor in the cost of living. If you are 
living with your parents right now and plan to live on 
your own in Gurgaon, then your cost of living will 
definitely go up. 


Answers to your career concems are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 
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Senior Management Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Larsen & Toubro Ltd., Director 
Training, Mysore & Mumbai, 

15 - 50 Years, 424471 

Lead the training center to optimize 
effective delivery and to continuously meet 
and raise the quality standards through 


continuous monitoring and upgradate 
(Electronics & IT skills). 


Qualcomm Inc., COMA 
Performance Test - Staff 
Engineer/Manager, Hyderabad, 
8 - 10 Years, 2008757 

Will provide systems test engineering 
support for IS-2000, IXEVDO, gpsOne, 
Bluetooth, USB, 802.11 and data 
communications systems. 


Reliance Infocomm Ltd., Sr. 
Engineer (HVAC), Mumbai, 

8 - 12 Years, 2022358 

Coordination with consultant related to 
HVAC + Fire Safety works, checking design 
& prepare estimate, selection of HVAC 
system & equipments and execution / 
supervision of HVAC & fire fighting system 
of buildings and their commissioning, 


British Gas (I) Pvt. Ltd., Senior 
Adviser (Government Liaison), 
Hyderabad, 10 - 15 Years, 2000751 

To provide government liaison support to 
the project, arranging and holding regular 
meetings with all levels of state government 
representatives, bodies, committees and 
companies, 


Neugene International Inc., 
Executives/ Sr.Executives, Gurgaon, 
15 - 20 Years, 2019660 

Screening the candidates’ resumes as per 
clients’ requirement,taking prelimanery 
interview of candidates, co-ordination with 
clients and candidates, data-base 
management, and new client relations and 
development, etc. 


Ispat Industries Ltd., GM / VP - 
Market Research, Mumbai, 

10 - 20 Years, 2009842 

Good ability to analyse industry customers 
both domestic and global, strong knowledge 
of customer value proposition and what 
value Ispat products bring to them. 


GlobalHunt (I) Pvt. Ltd., Asst Vice 
President, Delhi & Gurgaon, 

15 - 25 Years, 2019679 

The individual will be an overall incharge of 
product management function. He will have 
the ability to sce technology trends and 
determine the segments to focus upon. 


Groupsoft Technologies, Chief 
Solution Architect - Infrastructure, 
Noida, 15 - 23 Years, 2008569 
Professionals with overall IT infrastructure 
industry experience of 15 years + with 5 
years+ in IT infrastructure design and 
implementation. Excellent knowledge of 
infrastructure architecture design. 


Dell Computer Corporation, Site 
Leader, DIS Global eCommerce, 
Bangalore, 12 - 18 Years, 1962704 
The Site Leader will lead and manage teams 
a direct report team of 5-6 senior managers 
and total team up to 80 people. This role 
reports directly into the Global eCommerce 
Management Team. 


SAL Technologies & Solutions Pvt. 
Ltd., Project Engineer, Mumbai, 

7 - 11 Years, 2015083 

Prepares or directs the preparation of detail 
drawings, assembly drawings, bills of 
materials, and the loading of these into the 
Product Data Manager (Windchill). Also, 
checks and approves these activities. 


Sun Microsystems, Staff Engineer, 
Bangalore, 10 - 12 Years, 2024254 
Identifying areas of improvement in terms 
of performance, tools etc to align the 
database with Sun's products, identifying 
and executing a strategy for the database 
integration with Sun's Java Enterprise 
System and providing technical leadership by 
understanding the bigger picture of the 
group, and implementing the vision. 


McAfee Software (I) Pvt. Ltd., 
Engineering Manager - Web 
Services, Bangalore, 9 - 13 Years, 
406580 

Ability to work in a multi-site environment, 
managing teams that work collaboratively 
with other sites. Good exposure across the 
Software Development Life Cycle. 


Alamy Images India Pvt. Limited, 
Chief Software Architect, 
Tiruvananthapuram, 10 - 15 Years, 
2022513 

Experience in object-oriented software 
development, Microsoft's COM / DCOM / 
NET technology, C++, C£, object-oriented 
software design with UML, Networking, 
Mail/Communication Servers. 


Yodlee Infotech Pvt. Ltd., NOC 
Manager, Bangalore, 8 - 12 Years, 
1957297 

Lead a team in managing the monitoring and 
support of Yodlee’s products and services. 
Define and implement operational 
procedures for supporting a 24x7 operation. 


Honeywell Technology Solutions, 
Senior Engineer, Chennai, 

7-10 Years, 344232 

Experience in Fossil/Oil/Gas fired Boiler & 
Steam Turbine Power Plant Design, 
Erection and Commissioning, ranging from 
210 MW and above. Should be able to do 
site survey, make assessment and advise with 
hands-on experience in Engineering aspects 
of Instrumentation & Control. 


Tech Point, Engineer Manager - 
Routing, Bangalore, 7 - 15 Years, 
2021826 

Duties would include developing, enhancing, 
scaling and maintain BGP and MPLS 
protocols. This position would require 
project leadership including mentoring 
engineers in the execution of projects, and 
to demonstrate and take component 
ownership of BGP and MPLS protocols. 


GCI Technologies Asia Pvt. Ltd., 
SAP Project Manager, Bangalore, 
7 - 12 Years, 1999360 

Should have managed SAP implemetation 
projects in large enterprises & is well versed 
with Project Management. Would be a Key 
resource in building the core SAP team. 


Xambala, ASIC Design Manager, 
Chennai, 10 - 15 Years, 208039 

Expert knowledge of Verilog / VHDL; 
Significant expertise in Micro-architecture 
design, development and verification and 
ASIC tools for synthesis and timing analysis. 


; 


To know how to apply for these jobs, go to finance jobs listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Enterprise DB Software (I) Pvt. Ltd., 
Database Internals - Lead Engineer, 
Pune, 3 - 7 Years, 2005561 

Will be responsible for adding new features 
to the core database for increased 
compatibility and scalability, as well as 
development of developer and DBA tools 
for EnterpriseDB, RDBMS. 


Cadence Design Systems, System 
Administration, Delhi, 3 - 9 Years, 
1997967 


Will provide direct technical customer 
support for installation and licensing of 
Cadence products. He will focus on applying 
technical expertise of operating systems 
such as Windows 2K/XP, Unix 


| Golaris,Linux etc) & basic LAN connectivity 


to resolve issues timelv. 


. SQL Star International, Oracle Apps 
_ DBA, Bangalore, 2 - 10 Years, 
1987375 

Responsibilities include installation, 
maintenance and administration of Oracle 
E-Business Suite 11i. Should be technically 
savvy, self-driven & motivated. 


Slash Support, Project Manager 
Testing, Chennai, 6 - 8 Years, 359212 
Experience in handling testing projects, test 
lead. Should have good knowledge of 
functional and automation. Should be able 
to design framework, plan activities, and 
troubleshoot. 


Aditi Technologies, Project Manager 
on Oracle, Bangalore, 6 - 11 Years, 
1936042 

Managing multiple projects on a daily basis, 
will have project leads reporting to him. 
Manage client interactions, project 
financials, and will be overall project owner. 


Juniper Networks India, SQA BRAS 
Group Test Engineer, Bangalore, 

3 - 6 Years, 1910730 

Should have an understanding of IP and IP 
routing protocols, possess some knowledge 
of ATM, Frame Relay, DSL, and Cable. 
Should have good understanding of Cisco 
Routers, and will have to develop test plans 
and test cases. 


EI EL CI 
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Iris Software Pvt. Ltd., Project 
Manager / Project Leader, Delhi, 
7 - 10 Years, 342126 


Estimation, solution architecting, scoping 
determining scope, write scope documents 
and SOWs, writing proposals, customer 
interactions in selling a project solution. 


Applied Materials India, Software 
Developers, Bangalore, 2 - 9 Years, 
1900163 

The candidate should have experience in 
Object-oriented design & development, 
strong programming background in 
C++/VC++, & experience in Windows 
programming technologies including MFC, 
COM, DCOM. 


Perot Systems, Oracle Application-- 
Finance Techno Functional, 
Bangalore, 3 - 5 Years, 1994914 

The candidate should have experience in 
Oracle Finance with modules like AR, AP. 
FA, and GL 


Extentia Information Technology, 
Senior Windows Developer, Pune, 
4 - 50 Years, 1996999 

Should have hands-on experience & enjoy 
challenges & learning. You should be 
comfortable with desktop based & web 
based application development & 
comfortable in integrating a range of 
technologies in developing complex 
solutions. 


Polaris Software Labs, Software 
Engineer, Chennai, 3 - 14 Years, 
2003868 

Candidates should be a B.E/ B.Tech/ 
M.Tech/ MCA/M.S/M.Sc (IT) or any other 
post graduation related to software, with 
banking domain experience. He should also 
have extensive experience in C++ & UNIX. 


Xansa Technologies, Software 
Specialist, Chennai, 3 - 5 Years, 
2009298 

To deliver work to agreed estimates & 
umescales, to produce software component 
designs & specifications, to produce 
software components & test the 
components, & to produce unit & link test 
plans and test results. 


nead. 


เ 1 SEATI 


Oracle India Pvt. Ltd., Core Java 
Programmers, Bangalore, 


2 - 5 Years, 401863 

Excellent programming skills in Java and 
J2EE technologies 

]SP/Servlets/ JavaBeans / multithreading 
| 


along with knowledge of Oracle 
and PL/SQL 


Ct mcepts), 


database, SQI is desirable. 


Covansys (I) Pvt. Ltd., Peoplesoft 
Developers, Chennai, 3 - 6 Years, 
2010146 

Should be experienced in PSFT Inventory oi 
, & must be 
experienced in component Interface, 
application engine & integration 


Purchasing 8.x, SCM (optional 


/interfaces 


dev clopment, bundles. 


IBM India Ltd., Datastage 
Developer - ISL, Hyderabad, 
1-5 Years, 1887882 


Ensure that Enterprise customers receive 


monster.com | 


responses to phone & e-mail requests within — 


the guaranteed response time guidelines as 
specified by contractual agreements 


Patni Computer Systems, FileNet 
Professional, Pune, 2 - 5 Years, 
376002 

Should be a dymanic software professional 
having 3 
P8, Content Engine. Java, JSP ani 


+ years of experience in FlleNet 


| |2E] 


IVY Comptech Pvt. Ltd., Release / 
Configuration Manager, Hyderabad, 
7 - 11 Years, 2024291 

Managing configuration control 

policies / process and sit on the chang: 
control board and the product release board, 
maintaining the source code control system, 
creating branches, preparing builds and 
patches using defined procedures. 


Lanco Global Systems Ltd., Cognos 
Tech Lead - Impromptu, 
Hyderabad, 5 - 7 Years, 1985887 
Must have good knowledge of Cogno 
Impromptu development & Catalog 
Administration, PL/SQL along with 
performance tuning, and exposure to other 
Cognos tools such as Cognos ReportNet, 
Cognos 8, Powerplay etc.Must also have 
exposure to Data Warehousing concepts, 
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Sales and Marketing Jobs 





Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Scan Infotech Pvt. Ltd., Sales & 
Suport Executive, Hyderabad, 

1-7 Years, 1993070 

Personnel will be responsible for the total 
sales acitivity, starting from suspect 
identification and project presentations, 
upto techno-commercial negotiations, order 
finalization and then payment collection. 


Mobile365, Director Operator Sales- 
India, Delhi & Mumbai, 2 - 5 Years, 
2019426 

Will develop and manage operator- 
relationship for the P2P business as well as 
manage Operator-relation for the A2P 
business. Achieve revenue targets and other 
strategic objectives as set forth by Regional 
Sales Director - Asia and US based 
headquarters organization, 


Clavib India, Manager - Sales, 
Hyderabad, 6 Years, 377061 

Sales of IT Projects/ Products / eBusiness 
Solutions/ Augmentation (only 
international). Sales of ERP services based 
on Oracle Apps, MFG/PRO, GP etc to 
corporate clients in various verticals. 


Pidilite Industries Ltd., BDM - 
Construction Chemicals Division, 
Mumbai, 10 - 14 Years, 2012578 

Will assist SBU Head in International 
projects, co-ordination for mergers & 
acquisitions activities and Joint Ventures. 
Regular follow up with parties. Candidates 
handling projects in Middle East and South 
East Asia will be preferred. 


Eka Software Solutions, Business 
Manager — India Sales, Bangalore, 
8 - 12 Years, 1998477 

Responsibilities include: building, leading 
and managing the India sales team, 
identifying target customers and profitable 
opportunities, ensuring a healthy sales 
pipeline, and meeting sales targets. 


Zybersoft Technologies, Marketing 
Manager, Thrissur, 1 - 50 Years, 
2022265 

Should have thorough knowledge in internet 
and online marketing. Should have high 
management capacity. 


Kotak Mahindra Bank Ltd., Team 
Member Sales, Amritsar & Indore, 

1 - 3 Years, 2009877 

Will be responsible for number of 
customers sourced for CASA from amongst 
individuals, small businesses, trusts, 
associations, societies, corporates. 


Neted Learning Solution Pvt. Ltd., 
Sales Executive - International, 
Chennai, 0 - 2 Years, 1879836 

Assist the International Sales team in 
building / generating leads, understand the 
products / services / solutions & provide 
proactive update on the market situations. 
Will be the point of focus to assist the sales 
team. 


Tvisha Technologies Pvt. Ltd., Tele- 
Sales Executive, Hyderabad, 

1 - 3 Years, 2001012 

Pursue a specific vertical revenue growth 
plan which meets /exceeds corporate 
objectives, achieving stretched sales targets, 
follow & appraise telesales business process 
& acquire database. 


USi Internetworking Solutions, Sales 
Communications Specialist, 
Bangalore, 1 - 2 Years, 2000550 

Work with the sales support / sales teams to 
roll out RFPs /proposals, maintain 
consistent messaging of the company's 
services in the market, & work on 
articulating definitions for new products & 
positioning accordingly for competitive 
markets, 


Kelly Services, Sales Officer, 
Chennai, 1 - 8 Years, 1996857 

FMCG company requires a sales officer for 
their Tamil Nadu sales operations, The 
candidate should have prior FMCG sales 
experience on the direct roles of the 
company. 


Score Information Technologies, 
Business Development Manager, 
Gurgaon, 3 - 7 Years, 2010567 

Will be involved in IT solution selling, 
account management, new business 
development, direct sales, relationship 
building, principal tie-ups, and contract 
negotiating. 


Marquise Gems Pvt. Ltd., Search 
Engine Optimization Specialist, 
Mumbai, 2 - 5 Years, 1996750 

Should be able to lead a team of specialists 
and will be in charge of the complete online 
marketing of the web site. Experience in the 
promotion of web sites with competetive 
products will be a plus. 


ITEAMIC Pvt. Ltd., Manager Pre- 
Sales, Bangalore, 6 - 7 Years, 2011558 
Coordinate proposal writing and anchor the 
responsibility of completing a proposal, 
anchor and develop research papers / white 
papers in Iteamic's business related areas. 


Goodlass Nerolac Paints, Assistant น 
Manager-Industrial Marketing, 
Mumbai, 3 - 6 Years, 2014102 

The incumbent will be responsible for 
handling study of radiation cure products, 
plastic coatings and heat resistant coatings 
for industrial customers. His responsibilities 
will include developing new customers / 
dealers, costing of different industrial 
products, market analysis visa-vis 
competition. 


EENADU, Assistant Manager - 
Marketing, Kolkata, 6 - 8 Years, 
2016028 

Job responsibilities include checking of daily 
call reports, monthly reports, internal 
department co-ordination, follow up of 
collections and monitoring outstanding 
position on day-to-day basis. 


Taurian Iron & Steel Company 
Private Limited, Sr. Manager 
Marketing, Mumbai, 5 - 8 Years, 
2012021 

Experience in marketing crushing & 
screening equipments, systems and bulk 
material handling system, should have hands 
on experience in all types of crushers. 


‘ 


Wipro Limited, Marketing Manager, 
Bangalore, 4 - 6 Years, 2018477 

To develop Healthcare Vertical specific 
Marketing Collaterals , presentations, / 
position it through the different Marketing 
channels like collaterals, events, campaigns, 
direct mailers etc. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Tesco India, Officer - Tax & 
Compliance, Bangalore, 4 - 7 Years, 
1935056 

To collect taxes from individuals or 
businesses according to prescribed laws and 
regulations. To maintain knowledge of tax 
code changes, and of accounting procedures 
and theory in order to properly evaluate 


financial information. 


Virtusa (I) Pvt. Ltd., Financial 
Analyst, Chennai, 2 - 5 Years, 
2021483 
Partner with the Business Unit in developing 
detailed Financial Plan at an account level in 
conjunction with the respective business 
owners, Validate, confirm & challenge these 
lans with Guidance's from BU Finance 
Manager. 


Infoview Technologies, Asst 
Manager Finance, Chennai, 

2+ Years, 1999603 

Should have IT industry experience, and 
knowledge in STPI procedures, export 
procedures, software invoicing etc. 


India Gypsum Limited, Finance 
Officer / Executives, Mumbai, 

3 - 6 Years, 2000978 

Responsibilities include managing accounts 
payable/ receivables, assistance in audit, 
treasury, credit management etc., & 
assistance in MIS. 


GE Motors India Pvt. Ltd., Finance 
Professional (Accounting), 
Faizabad, 4 - 5 Years, 343115 
Would be required to assist the controller & 
rk with the team of accounts executives 
& ensuring completeness/ correctness of 
accounts for management & statuary 
reporting. 


Tata Chemicals Ltd., Asst. Manager 
/ Manager -Internal Audit, Mumbai, 
2-3 Years, 1997759 

Implementation of plans for achieving the 
IT audit objectives and adherence to 
standards: to deploy the plans for enhancing 
organizational IT audit competencies and 
ensure adherence to standards or 
recommend standards where not available. 


Intimate Fashions India, Executive 
Trainee - Finance, Chennai, 

3 - 4 Years, 1996109 

Will handle account payable, inventoory 


accounting and general ledger accounting, or 
costing, internal audit and MIS. 


Adecco Peopleone, Equity Research 
Analyst, Mumbai, 2 - 6 Years, 
2008782 

Equity Analyst's function will be to track 
specified set of sectors & analyze various 
equity investment opportunities in the listed 
space & recommend buy/sell decisions to 
fund managers. 


AXA Business Services Pvt. Ltd., 
Team Leader-Accounting & 
Reporting, Pune, 3 - 5 Years, 2014725 
The position requires working knowledge of 
IFRS, UK & French GAAP. Also requires 
good understanding of & exposure to 
month end Insurance Accounting, 
Responsible for customer satisfaction & 
achievement of specified service & quality 


standards. 


Suzlon Energy, Manager - 
Commercial, Coimbatore, 

7-10 Years, 2013482 

Sales Taxation - Attending the matters & 
department. Liaising with the Sales Tax 
Department. Preparation & Verification of 
Sales Tax, TDS returns & allied activities. 


Agilent Technologies, ICA - Career, 
Delhi, 6 - 8 Years, 2006888 

Provides administrative support in one or 
more of several specialty areas including 
Cost Accounting, Business Support, 
Financial Planning and Reporting, 
Accounting Services and Centralized 
Transaction. Analyze accounts, records, 
teports, journals, vouchers, ledgers, and 
other documents for accuracy. 


SumTotal Systems India, Sr. 
Associate - Operations & Finance, 
Hyderabad, 4 - 7 Years, 397936 
Ensuring proper deduction of TDS on 
payments made to parties, scrutiny of TDS 
ledger, timely deposit of TDS to Govt. 


^ Don’t go around in circles. 
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OCWEN, Senior Financial Analyst, 
Bangalore, 1 - 3 Years, 2000551 
Valuation of USD 42 billion residential loan 
servicing portfolio using discounted cash 
flow methodology. Asset Liability analysis 
of USD 1 billion Balance Sheet w.r.t. 
organisation's various business interests, and 
financial modeling of profitability /income 
sensitivity in different economic/interest 
rate scenarios. 


Netscribes (I) Pvt. Ltd., Equity 
Research / Financial Modeling, 
Mumbai, 2 - 5 Years, 139964 
Candidates are expected to monitor stocks, 
carry out fundamental analysis and valuation 
of stocks and companies listed in US and 
European stock exchanges. 


Franklin Templeton International 
Services, Validation Associate, 
Hyderabad, 3 - 5 Years, 2004869 
The Associate is expected to perform their 
duties within the scope of their authority 
and within the bounds of established audit 
and policy controls. 


Proactive Corporate Services, 
Insurance Product Manager, 
Mumbai, 2 - 7 Years, 2015204 
Responsible to drive push sales of 
insurance, compliance, training people, 
identifying opportunities, develop alternate 
channels. Developing a profitable product 
suite in keeping with new developments in 
investment classes. 


ICICI One Source, Senior Fund 
Accountant, Bangalore, 3 - 6 Years, 
2018492 

Evaluates and reconciles complex funds 
including mutual, commingled, and 
collective for production of client month- 
end reports or for daily valuation. 


HOW TO APPLY FOR THESE JOBS: 


1. Logon to www.monster.com 


2. Type the job ID in the "Search Jobs" 
box on the home page 
3. Click the "Go" button 





(ey monster.com 


Sharp search. Right jobs. 





requires 
Professionals for Faculty Positions in Training and Consultancy 


The Administrative Staff College of India (ASCI) is a premier institution that offers in-service training to managers and civil servants working in partnership with corporate sector and 
Government of india it seeks apolications for FACULTY positions in the areas given below from candidates who are in the age group of 
30-45 years. They must have executive training and management consultancy experience. 


— AREAS AND COMPETENCIES REQUIRED @ Ea 






































| Money, Banking, Corporate Finance & 

| Organisation Behaviour Governance Area 
e Organisation Development Asset Liability Management 

| Strategic Human Resource Management Risk Management 
e Performance Management Infrastructure Financing 
e Competency Management Direct & Indirect Taxation 
e H FR Processes Management Procurement, Operations, Materials, Project 

| ๑ Employee Retention and Employee Management and Information Systems Area 

Relations Management | Materials and Supply Chain Management 

information Technology Area Maintenance Management and TPM | 
ERP Business Intelligence JITR and ERP (production/operations) Management | 





Service Management including BPOs 

Quantitative Approaches to Strategic Management 
Visioning 

Implementation of Strategic Planning 

Technology Policy, Management & 


A OS e eso เอ สิ พ จ่า m tri Innovation Area | 
strong quantitative techniques/econometrics Technology Choice, Pricing and Funding 


background is required 
ค ก ๊ ๓ เพ ๑ ๓ เร แท bata Technology Management 


E-Commerce, Marketing Research Refer RT af tichinal | 
CRM, Channel Management Pb cning o บ ท า ล ก esources to ilecnnoiogica 
Direct Marketing anges 


Development and Application of Marketing Models Technology for Agriculture and Service Sectors 
| Channel and Media decisions Infrastructure for e-Governance 





e International Trade 
e International Finance 
e Industrial Economics 
























Candidates meeting the above requirements may look at the website at www.asci.org.in/jobs.html first, download the attached application and apply in 
confidence within 15 days to: The Registrar & Secretary 

g ADMINISTRATIVE STAFF COLLEGE OF INDIA 
Bella Vista, Hyderabad 500 082, India 

Phone: +91-40-2331-0952 Ext.82. Fax: 0091-040-2331-2954 
Email: registrar@asci.org.in, Website: www.asci.org.in/jobs.htmi 
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CDs available at all leading music stores 


Listen to and DU music at DES 


obs I: 


WANTED 


Gardener 
For $100 Million 
Tech Company 


MindTree began in 1999 with 
the seed of an idea loday, SIX 
years later, we've blossomed 
into a $102 million company 
n Fortune 
30 Top Offshoring Providers in 
the World. Now, we're ready 
tor the next phase of growt 


And, that s where you come in 


As the Head of Marketina, you'll 
be wearing many hats. But the 
most important one will be the 
nat you wear as a catalyst of 
change. Over the next 5 years 
we plan to reach our first 
$1 bilion. And, we'll be looking 
to you tor wisdom, leadership 


anid é xcellenc emexecution 


lf you believe you have the 
ability and drive to nurture and 
challenge us, do give us a call 
MA 


We look forward to giving you 


our garden 


For an indicative job description, please visit us at www.mindtree.com/crs 
If you like what you see, please write to us at principalgardener@mindtree.com 
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bt bookend 


The Wealth ^ D) | 
of Networks 


rey RTL, RPP aes ee - 
i é - 4 - ง Vv 


That Networking Thing 


A wealth of intriguing propositions, and the tricky business of 
making money from Web 2.0. RS 


THE WEALTH OF AN WRITES BOOK. MAN GIVES IT AWAY FOR 
NETWORKS: How M'e (actually, the book is sold the tradi- 
Social Production tional way for a charge, if, by book, you 


Transforms Markets me?” ideas or stories represented in black ink on 
dead trees; but it is available for free through a 


And Freedom ; NE 

: Creative Commons licence, which means anyone 
By Yochai Benkler can download a .pdf of the book and peruse it, even 
Yale University Press mail it to friends and colleagues as long as they do 
Pp: 527 not seek to make a commercial profit from it). 
Price: Rs 1,800 


Man downloads .pdf. Man reviews book for this 
magazine after labouring through almost all of 
527 pages on his computer screen. 


Networks: How Social Production Transforms Markets 
and Freedom. According to Wikipedia, which, in 
one of those nice little coincidences is itself an ex- 
ample of the phenomenon Benkler's book is about, 
the man is a “professor of law at Yale ... research fo- 
cusses on commons-based approaches to managing 
resources in networked environments ... examines the 
ways in which information technology permits ex- 
tensive forms of collaboration that may potentially 
have transformative consequences for economy and 
society ... notable for using left-liberal political the- 
ory to examine a set of technological developments 
that are more usually studied by libertarians." 

The thing about The Wealth of Networks is simply that it is a wealth of 
propositions, all intriguing, and a treasure-trove of ideas, all stimulating. 
While it does explain the world around us, or one part of it at least (for 
instance, online collaborations such as Wikipedia which seem strangely 
removed from real-world economics, or, for the benefit of those that like 
their lives simplified, the whole blogging thing), it doesn't suggest any easy- 
fixes. Which is to mean that execs of the kind that buy business and man- 
agement books at airport store, highlight key passages on-flight, and 
preach the wisdom gleaned thus to their acolytes, will be disappointed with 
this book. In other words, if you plan to buy or download this book to find 
out how to make money from this entire Web 2.0 thing, don't. 

That's not to suggest that there isn't money to be made (again, Benkler 
doesn't say this in as many words). Individuals may participate in peer col- 
laborations, or single-person content creation (think blogging or podcasting) 
from motives that range from choice (simple; they like doing what they do) 
to the granularity and modularity of the task at hand (it doesn't seem like 
much), but there is still money to be made from it all. Only, just as 
Linden Labs, the company behind vastly popular multiplayer game 
Second Life discovered—in this case, the game itself is essentially a set of 
tools, and users can make and sell, for online currency that is tradable for 
real dollars, everything from personas to homesteads—the business-mod- 
els (if one can be excused for using as Web 1.0 a term as that) will likely 
be as diverse as the motivations. ไพ 
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The book is Yochai Benkler's The Wealth of 























By Eshwar Sundaresan 
East West Books (Madras) 
Pp: 331 

Price: Rs 350 


EING A BANGALOREAN ALL MY 
life and having tracked the IT 
sector for more than a decade, ! 
picked up Eshwar Sundaresan's 
debut book 'Bangalored' with 
some enthusiasm. After all, 
Bangalore transformed from a 
pensioner's paradise to a burst- 
ing-at-the-seams tech city right 
before my own eyes. Alas, the 
book is a huge disappointment. 
Seen through the eyes of about 
25 expats, Bangalored employs 
a straightforward narrative, but 
fails to deliver any meaningful 
insights or analyses of the city's 
rapid transformation. Sun- 
daresan's observations are mun- 
dane, and the expat conversa- 
tions the techie-turned-writer 
reproduces are clichéd. Some of 
the expat problems he talks 
about are so common that one 
doesn't need to be in Bangalore 
to face them. On the whole, 
Bangalored comes across more 
as a disjointed, rambling, week- 
end reportage, with the author 
making little effort to get his 
arms around the various themes 
in the book. With the help of a 
good sub-editor, the book could 
have been reduced to a fourth of 
its 331-page size without much 
being lost in the process. 
VENKATESHA BABU 
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choice of venue of Rich & Co., 
gathered under a loose confedera- 
tion of NGOs called the Peoples 
Forum Against ADB, is incidental. 
About 25 km west from where 
1,000 delegates (including a 100 
from abroad) are powwowing, ADB 
is holding its 39th AGM at the state- 
of-the-art Hyderabad International 
V Convention Centre, where I was 
The Asian Development Bank's 39th annual meeting เท — earlier this morning. Some 3,000 
Hyderabad drew a swarm of protesters unhappy with delegates and finance ministers from 
its model of development. Interestingly enough, the 65 countries—including India's P. 
bank isn't just listening to them, but willing to change. Chidambaram—have gathered here 


Wu and will be spending the following 
E. KUMAR SHARMA four days talking about development 


Grassroot 


ก น ก ร ล A Fr ด S =- 


e TN E HANI OFF 


i, Our Health, Our Forests ๕ 2 
hood, Our Environmen t E 


EATED ON A PLASTIC CHAIR 

under a makeshift canopy, 

Bruce Rich is trying to 

explain what he thinks is 

wrong with the Asian 
Development Bank's (ADB) devel- 
opment model. “The problem is,” 
says the Director (International 
Program), Environmental Defense, 
a Washington-based NGO, “partic- 
ularly for a country like India, the 
model of development that ADB is 
pursuing and financing does not 
directly help or benefit the poor. In 
fact, often times, in the short term, 
it makes them worse off directly 
through displacement and so on.” 





Bruce F Rich - 
, Director/ E 


Unmindful of Hyderabad's swel- 
tering summer, Rich and about 
100 protesters like him have flown 
in from different parts of the world 
to highlight the flipside of devel- 
opment initiatives of multilateral 
agencies such as ADB. 

Neither the timing nor the 
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and inclusive growth. 

For ADB President Haruhiko 
Kuroda, the meeting hasn’t begun 
on a cheerful note. A Greenpeace 
activist from Thailand, Tara 
Buakamsri, had earlier in the day 
sent a bowlful of dirty coal as a gift 
to Kuroda. His point: Each year, 
the lignite burnt at the ADB-funded 
power plant at Mae Moh in north- 
ern Thailand releases into the air 
an estimated 1.6 million tons of 
acidic sulphur gas, which has 
blackened streams, burnt rice fields 
and resulted in severe health prob- 
lems for countless villagers. “Over 


the past 20 years," says the 39- 
year-old Buakamsri who delivered 
the ‘gift’, “the bank has approved 
a series of loans totalling more 
than $350 million to build sup- 
plementary units at this plant, 
which is South Asia’s largest coal- 
fired power plant.” 

Clean energy is a focus area for 
NGOs like Greenpeace not only 
because of its immediacy, but also 
because the next ADB annual meet is 
to be held in Kyoto, Japan, where 
10 years ago various nations signed 
an agreement on emission control 
under what is now popularly called 


the Kyoto Protocol. “These issues 
are becoming very important in 
India and would have to be 
increasingly discussed,” says K. 
Srinivas, the Greenpeace activist 
based in India, referring to some 
power projects that are to come up 
in the country. “ADB could well be 
seen as BAD if the lending org- 
anisation is not conscious of where 
it is going and what it is doing,” 
adds Buakamsri. 

What's striking about the event 
IS ADB's reaction to the criticisms. 
For the first time in its history, the 
bank announced an energy 





efficiency and renewable energy 
commitment of up to $1 billion 
(Rs 4,500 crore) per annum. It has 
also promised to double to $2 bil- 
lion (Rs 9,000 crore) its investment 
in water projects to ensure better 
provision of safe water and better 
sanitation. Greenpeace's Maria 
Athena Ronquillo-Ballesteros, a cli- 
mate and energy campaigner, isn't 
too impressed and calls ADB’s plans 
“baby steps". “These measures will 
turn out to be really significant if the 
total $1 billion commitment is solely 
for renewable energy and if it also 
means the bank is going to stop 


"ADB could well be seen as BAD 
if the lending organisation is not 
conscious of where it is going 
and what it is doing" 


Activist/ Greenpeace 


funding coal-based projects," she 
says. At present, the lady points 
out, less than 5 per cent of what ADB 
invests 1n energy projects goes into 
clean and renewable energy. Raising 
the allocation to $1 billion would 
increase the share to 17 per cent. 
At the wrap-up press conference, 


PHOTOGRAPHS BY A. PRABHAKA! 


though, Kuroda seems happy with 
the four-day meeting. He announces 
that the bank is in the process of 
formulating an action plan to 
improve its governance and anti 
corruption policies (called for by 
Chidambaram too), and promises a 
new strategy for 
cooperation to better respond to 
the new economic and political 
dynamics. With private inflows into 
Asia outstripping funds from multi- 
lateral agencies, there's no doubt 
that ADB needs to reinvent itself. 
The good part is that ADB, under 
Kuroda, seems willing to do that. พ 


regional 
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Back of the book 


TREADMILL 


Shantiniketan, the idyllic gurukul founded 


by urbanisation, mismanagement and 
corruption. RITWIK MUKHERJEE 


ABINDRANATH TAGORE GAVE PRACTICAL SHAPE 

to his lifelong opposition to the modern 

school system by founding Shantiniketan 

(literally: Abode of Peace) in the pictur- 

esque and idyllic Birbhum district, some 
225 km from Kolkata. The poet’s model: the gurukuls 
of ancient India. His students—including a large num- 
ber of foreigners—lived and learnt in the lap of nature; 
most classes were held under open skies or under 
trees; life flowed with the rhythm of the seasons; and 
teachers and students interacted with each other in 
informal surroundings. 

Cut to the present. It’s still serene and tranquil. But 
signs of rapid urbanisation and decay are visible every- 
where. “Tagore built his university in Shantiniketan so 
that students and faculty members could develop a con- 
scious rapport with nature. Unfortunately, it has become 
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by Rabindranath Tagore, is today wracked 


New and old: 












PRINTED 
CIRCUIT 








Abode of peace? 


an uncouth urban mess,” says Supriya Thakur, a scion 
of the Tagore clan. 

He’s right. But the changing skyline is only a phys- 
ical manifestation of the distance Shantiniketan has trav- 
elled from the values of its founder. The bigger story 
surrounding Tagore’s legacy is about the atrophy at 
Visva-Bharati University. “Very disturbing and wor- 
rying,” is how Thakur describes it. True. The 
unthinkable has happened: a former Vice Chancellor 
has been arrested on fraud charges; and Tagore’s 
Nobel Medallion and citation, stolen from the Visva- 
Bharati Museum on March 24, 2004, has still not 
been recovered. And rumours about the theft being an 
inside job refuse to die. “I, and others like me, object to 
the rampant politicisation of the faculty, to Visva- 
Bharati's new-found fondness for various science 
streams and to the excessive degree orientation among 
students," says Thakur. 

Adds Vice Chancellor Sujit Basu: “Gurudev (Tagore) 
himself said in 1925 that Visva-Bharati should impart 
training and education that helps domestic industry 
grow.” The vc candidly admits that the state of affairs 
at the university can do with some improvement. 





Sujit Basu 


“There was no finance officer and no registrar till 
recently and three directors’ posts were lying vacant for 
years. The rulebook was thrown to the winds and all 
decisions were taken on an ad hoc basis. This naturally 
led to anarchy and financial mismanagement,” he 
says, adding: “However, we are now trying to stream 
line procedures.” Basu also admits that a section of uni- 
versity staff (including some at high levels) and students 
make money by manipulating admissions, recruit- 
ments, purchases and awards of contracts. “We will take 
all necessary action soon,” he says. 

A priority for the authorities is to restore the resi 
dential status of the university. Its hostels can accom- 
modate only 1,500 out of its 6,500 students. The 
requirement: 50 new hostels. “Cultural conflicts are 
bound to take place when students staying on campus— 
and following a particular set of values—come into con 
tact with students living outside. This is not desi: 
able,” Says the vc. 

Meanwhile, real estate developers, who are mar- 
keting Shantiniketan as a “second home destination", 
are at pains to defend themselves. “Several famous 
authors, painters, musicians and other artistes have 
bought these houses; they only add to the cultural 
richness of the place,” says K.S. Bagchi, Managing 
Director, Bengal Peerless Housing Development 
Company, which has built the Sonar Taree (named af- 
ter a famous Tagore poem) housing complex. 

Lok Sabha Speaker Somnath Chatterjee, who is 
the local Mp and also Chairman of the Sriniketan 
Shantiniketan Development Authority (SSDA), is stand- 
ing solidly behind the development activities. Says 
Chatterjee: “The development, which has taken place 
in Bolpur and Shantiniketan over the last couple of 
years, has to be seen to be believed, Only a handful of 
people are opposing it, by taking recourse to falsehood. 
Election results prove that people support these 
development works or urbanisation or whatever name 
you may give it to. We will continue to fulfil people’s 
aspirations.” The Visva-Bharati agrees. “Tagore him- 
self built several concrete buildings, including Uttarayan 
on Khoai. So, arguments against the present devel- 
opment works do not hold good,” says the vc. 

It’s an old debate, really. And it’s also one of those 
issues that doesn’t have a clearly defined right answer. 
But unless we can come up with one that satisfies all 
sides—and all of them are right from their own per- 
spective—the country will be the poorer from the 
loss of a unique cultural legacy. 
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Tweak Your Middle 


NYONE WHO'S SERIOUS ABOUT WORKOUTS WILL TRY TO GET A 

perfectly toned mid-section. Walk into any gym and you cannot 

miss the number of people who're trying all kinds of exercises to 
tone up their middles. The commonest are crunches and sit-ups, the most 
basic of which are performed lying flat on your back with your knees 
bent and hands behind your head. But if you really want to spice up your 
abs workout, try something new. Add weighted cable crunches to 
your routine. Your abdominal muscles are like any other—they respond 
to weighted workouts. So if biceps curls with dumb-bells stimulate your 
biceps to grow bigger and stronger, weighted abs workouts do the same 
to your abdominal muscles. There are many different types of weighted 
abs workouts. Some of them use special machines with weight adjust- 
ments; others use free-weights like dumb-bells or weight 
plates. If you go to a well-equipped gym, you could try the 
Kneeling Cable Crunch. 

The exercise is shown in the illustration but here's a 
description. Attach a thick rope to a high pulley on ส 
cable machine. These ropes are usually commonly available 
at most gyms. Hold the ends of the rope in each hand and 
kneel down in front of the pulley (see Pic 
1). Your wrists should be at the sides of 
your head and your hips slightly flexed. 
Now, from this starting position, bend 
from the waist so that your elbows app- 
roach the middle of your thighs (Pic 2). 
Then, return slowly to the starting position. 
That's one repetition. The key is to use a 
weight that puts adequate tension on your 
abs and to do the entire movement slowly. 
You may want to pause at the end of the 
crunch by holding the bent-over position 
for a couple of seconds or more. Increase 
the weight as reps get easier to perform. 
There is a precaution for people suffering 
from cervical problems—keep a gap bet- 
ween your chin and breastbone while doing this exercise. 

Another point to remember: You cannot reduce fat around your waist 
by simply doing crunches. In fact, fat reduction in any one spot or region 
is not possible in isolation and depends on a combination of diet and 
overall exercise, including cardiovascular exercise. Genetics, sex and age 
also determine the way in which your body loses fat. You will often find 
that among most men, mid-section fat is the last to go and among 
women, it is the fat around the hips and thighs that takes the longest time 
to reduce in any weight-loss programme. Crunches, like the one men- 
tioned above, certainly strengthen your muscles and define them but if 
you want to show off your six-pack, you also have to lose the fat 
covering those muscles. 

MUSCLES MANI 





write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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TEPE ee Mic hie 


NAGGING NECK 


OSTURE, IT TURNS OUT, DOES 
matter. If you are prone to peer- 
ing into your computer monitor— 
whatever the cation, whether 


provocation 
call of duty or a reckless shot at 


screen games—for long hours, you - 
are literally sticking your neck out. - 
What Is It: The neck (cervical spine) - 
is composed of vertebrae which - 


begin in the upper torso and end at- 


the base of the skull. The vertebrae 
along with the ligaments provide 
stability to the spine. The muscles 
allow for support and motion. 
However, because it is less pro- 
tected than the rest of the spine, the 
neck can be vulnerable to injury 
and disorders that produce pain 
and restrict motion. For many peo- 
ple, neck pain is a temporary con- 


dition that disappears with time. 


Others need medical diagnosis and 


treatment to relieve their symptoms. 


Causes: The most common causes of 
neck pain are soft tissue—the muscles, 


ligaments, and nerves—abnormailities 


due to injury and inflammatory joint 
diseases. Says Dr Pratip Mandal, 
Orthopaedics Consultant, Sir Ganga 
Ram Hospital, New Delhi: “Stress is 
considered a major cause among 
working population. In rare cases, 
infection and congenital deformity 
may also cause neck pain.” 


Symptoms: Says Dr Mandal: 


"Usually pain develops in the neck 
and m may spread to the middle of the 
back k and shoulder muscles." 

Restricted movement and stiffness of 
the neck may make the pain worse. 
Treatment: A proper diagnosis— 
including clinical examination and 


blood test—is a must before any 
treatment. According to Dr Mandal, 
“treatment may include intensive 


useful tips: Keep your posture right. 


Ensure that you are able to tilt your 


computer monitor rather than having 
to move your neck frequentiy. Get up 
and walk around as often as possi- 
ble. Try sleeping on a firm mattress 


_with a special neck pillow. 


MANU KAUSHIK 
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Music On The Go 2.0 
Sony Ericsson Docking Station 


RICSSON'S SONY WALKMAN PHONES STARTED WITH A 

whimper, but have since slowly worked their magic 
on at least some people. Now, the company has 
launched *docking stations" for these phones. It's a self- 
explanatory description. All you have to do is plug in 
your Walkman phones into music desk stand speakers 
MDS-70 or MDS-60 or portable speakers MPS-60 to enjoy 
music on the go. Track changes, volume control and 
other operations are controlled by a single switch on 


Data On The Move 
Western Digital Passport 


OT SO LONG AGO, LUGGING 
[N ส นะ ต อ ย from one place 
to another meant carrying 
those 5.25-inch flexible 
floppy disks that stored up to 
one megabyte of data. But 
they did tend to get corrupted. 
So, the entire industry moved to 
the 3.5-inch hard case floppies. But 
ไท the age of PowerPoint presenta- 
tions, these also proved inadequate. 
Even the 700-MB CD and the 4.7-giga- 
bytes DVD-R don't seem to have suffieient space to 
store all the data that we can't nowadays seem to do 
without. The answer, for a while, seemed to be to 
put together your own kit by taking out a hard disc and 
putting it in ล hard case, but these were not exactly 
'rugged' devices. But now there are companies that do 
the hard work for you. Western Digital, for example, 
has made the wD Passport, which I've been using for the 
past few days. Incredibly light and very rugged, and able 
to fit inside your jeans pocket, you can actually carry all 
your data with you always. This small box stores over 
120 GB and retails for Rs 9,950. But at the rate things 
are going, l've got a funny feeling that in a few months 
time, even 120 GB won't be enough. 










KUSHAN MITRA 


the phones. These “docks” are currently compatible 
with all Sony Ericsson music cellphones, like the 
W300i, W550i, W700i and W810i, which also offer 
high speed data downloads and internet access (but 
that’s now pretty common in most high-end phones). 
The “docks” can also take in regular stereo input via 
a 3.5 mm jack, and an AC charger recharges their 
built-in batteries. You can also connect them to a Pc if 
you so desire. 
MDS-70/price: Rs 11,995 
MDS-60/PRICE: Rs 4,445 
MPS-60/PRICE: Rs 1,595 

PALLAVI SRIVASTAVA 


Readability Test 
http://juicystudio.com/services 


HIS IS A WEB- 
TA that ana- 
lyses the readabil- 
ity of other web- 
sites. Just type in 
the URL of the 
website you want 
to measure and 
click on the 
"Calculate readability" icon, and the readability 
according to three different tests—Gunning Fog, 
Flesch Reading Ease and Flesch-Kincaid—flash 
on your screen within seconds. What are these 
tests? They are reading level algorithms that 
determine how readable your content is. Some 
caveats: these algorithms reward short sentences 
comprising small words; so it is theoretically pos- 
sible to get a high readability rating for complete 
nonsense made up of short sentences and small 
words. Also, these mathematical formulae can- 
not determine whether the content is interesting 
or enjoyable. And finally, it reads every word on 
your website; so it includes navigation and other 
toolbars in its analysis. This may skew the results. 
Still, it’s a good preliminary determinant of read- 
ability, and should be treated as such. ai 
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COMPANIES 
TO WORK 
FOR IN INDIA 





T 


THE BEST COMPANIES TO 


Work on the sixth edition of one of India's most 


busnesa 


[neg 


Employers 
in India 





R. CEO, HOW 
good is your 
company as an 
employer, what 
do your emp- 
loyees think of their work place, 
and just how robust are your HR 
systems? If you've never had the 
chance to have these questions 
answered—or would rather have 
a third-party corroborate or refute 
findings of your in-house satis- 
faction studies—then this is your 





chance. The most anticipated sur- 
vey in employment satisfaction 
has just been kicked off. To be 
precise, work on the sixth edition 
of the BT-Mercer-TNS survey of 
the Best Companies to Work for 
In India 2006 has got underway. 
Human resource consulting firm 
Mercer is our knowledge part- 
ner, bringing in the methodology 
and analytical skills, and TNs India, 
our interface with companies. So 
what do we do? We, of course, 


HOW TO PARTICIPATE 


พ Participation in this survey is open to any company that operates 
in India, irrespective of its ownership. 

m Participating companies must have been in existence in India for 
a minimum of four years, and must employ at least 200 
management/executive-level personnel in India. 

m To participate in the study, companies should log on to 
http://survey.tns-global.co.in/BestCompanies2006/Home. htm 
and register online. Additionally, as part of the registration 
process, participating companies should download the 
registration form (available on the web site), print it on the 
company letterhead and fax or courier the completed form to the 


following address: 


Ms Indrani Raychaudhuri, Research Co-ordinator 


TNS India; CICD Tower 
Institutional Area, Hauz Khas 
New Delhi 110 016 


E-mail: Indrani.Raychaudhuri@tns-global.com 


Fax: 011-5256 6677 


WORK FOR IN INDIA: 2006 


referred to surveys gets underway. 


bring you the story behind the scores, 
which determine the rankings. 
Should you participate and, if 
yes, how? For answer to the second 
question, see box below. As for 
the first one, consider how the sur- 
vey is conducted: While the data is 
collected, tabulated and collated 
by TNS, Mercer doesn't interact 
with the companies and isn't even 
told their names until the analysis is 
over. That way, the survey ensures Infosys' Nandan Nilekani: Will 


no biases creep in. 8 his company retain the top slot? 


Participating companies will be addi to nominate a point 


person for the study who will be the study coordinator from the 7 


company's side. 
Participating companies will have to share information regarding 
their people practices, provide employee details from which a 


sample will be administered a questionnaire, and should be willing. 
to throw themselves open open to a physical audit by the survey partners. 


The last date for companies to register is July 31, 2006. 
By participating in the survey, companies are signaling their 


willingness to be part of the special issue Business Today plans 


to bring out on the Best Companies to Work for In India. 
The Business Today, Mercer Human Resource Consulting and 
TNS teams are committed to maintaining the absolute 
confidentiality of the study participants. 

At no stage will the names of the participating companies be 
released to any third party. The names of those 


be publicly released. 


companies that 
are recognised as The Best Companies to Work for in India will 





TOP 10 (2005 RANKINGS) 
| INFOSYS 

2 SASKEN 

3 GENPACT 

4 HCL COMNET 

5 NTPC 

6 HSBC 

7 SAPIENT 

8 COVANSYS 

9 HDFC BANK 


10 MINDTREE 
CONSULTING 
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An Equal Battle 


HAS MITTAL STEEL'S L.N. MITTAL FINALLY MET HIS MATCH 
in rival steel maker, Arcelor? The Luxembourg- 
based steel giant hasn't just rebuffed the offer from 
the world's #1 player but used every trick in the 
book to keep the 55-year-old richest Indian at 
bay. But Mittal seems to have won ล crucial sup- 
porter. The us Department of Justice has said it will 
allow the Mittal-Arcelor merger to go ahead if 
the London-based predator divests some of his 
other steel companies. The European Union, whose 
support is most important, had planned on 
announcing its decision in the middle of May, but 
that has been pushed back to the first week of 
: June, apparently, due to Mittal's willingness to 
The Lone Voice divest some assets in his group's fold. The battle is 
far from over, but it does seem like Mittal is getting 

THE BATTLE FOR SPECTRUM BETWEEN THE GSM AND on a stronger footing. 
CDMA lobbies has once again reared its head. Tata 
Group Chairman, RATAN TATA, has openly lambasted 
the government's decision to allocate spectrum on 
the basis of subscriber numbers. This hasn't gone 
down too well with the GsM lobby, which has main- 
tained—rather cheekily—that the CDMA players don't 
need extra spectrum, since they themselves have 





insisted that their technology is a far more efficient user 
of spectrum. However, Tata's dissent on subscriber 
numbers is understandable, and not just because his 
Tata Teleservices is a late starter in the wireless game. 
Interestingly enough, the other CDMA player, Anil 
Ambani’s Reliance Infocomm, has been mum on the 
whole issue. Here’s part of the reason: While Reliance 
has a subscriber base in excess of 18.5 million, Tata 
Teleservices has about 8.8 million subscribers. For 
Tata, 68, the battle for spectrum could well turn out 





to be long and, worryingly, lonely. 


Back To BPO, After A Fashion 


AKSHAY BHARGAVA D! ES TO LEAVE THE BPO INDUSTRY, THE IN 

decides not to leave him. Ergo, in his new avatar as a private equity 
investor at British firm 3i, the 49-year-old (Citi) banker-turned-CEO 
of Infosys BPO arm, Progeon, has been entrusted with the task ol 
scouting for opportunities in BPO land. His deals, said a 51 release, 
could be as big as a billion dollar for buyouts and $150 million for 
growth capital. "BPO sector can have a huge impact across several 
industries...and 3i is well placed to take advantage of this trend 


based on (its) BPO management expertise and global footprint," 


Bhargava said in a release. It will be interesting to see ii he 
makes a bid for his old employer. If not, there'll always be other 
Indian BPOs to check out 





VHHAIW NVAIA 


Now, It's Commodities 


I COULD TRADE IN COMMODITIES, BUT WE DON’? 
understand commodities." That's what the disgraced 
and ostracised stock market Operator KETAN PAREKH, 
45, told Business Today five months ago. Famous last 
words. As it turns out, the Forward Markets 
Commission, which oversees commodity trading 
in India, has directed the two main exchanges NCDEX 
and MCX to find out KP's dealings in the commodities 
market. “We have no clue of KP and his entities 
dealing in the market...but we have told our mem- 
bers not to conduct any business with them," says 
Bhashyam Seshan, Chief Compliance Officer at 
NCDEX. In fact, FMC itself doesn't have any hard 
| E evidence, but there's market buzz about KP being in- 
- volved in some mentha oil transactions. Although kr, 
, Still The Master who couldn't be reached for comment, is barred from 
trading in stocks, he is free to dabble in commodities. 
THEY SHOULD HAVE KNOWN. TWO YEARS AGO, FOUR So what if he doesn't understand them. 
Titus & Co employees walked out of the Delhi- 
based law firm with something they shouldn't have: 
allegedly, confidential data from the firm's computer 
network. The firm, Titus & Co, replied by suing the 
four for criminal breach of trust and data theft, 
and now the Delhi High Court has ruled in its 
favour. DILJEET TITUS, the firm's founder, feels vin- 
dicated but says he would rather look ahead than 
back. “In the last two years, we have grown by 
200 per cent," says the 40-year-old vintage car col- 
lector (he even has a vintage car museum in Delhi 
that's open to the public free of cost). *Things are 
only looking up for us." This is the first time that a 
lawyer has been prosecuted for hacking and stealing 
information under Section 66 of the Information 
Technology Act, 2000. Obviously, Titus learnt his 
law lessons well. They should have known. 


An Unlikely VC 


YOU KNOW THE REAL ESTATE FEVER IS REAL WHEN MUKESH AMBAN 
confidant and childhood chum, ANAND JAIN, catches it too. Jain, 51. 
has floated a venture capital fund with the objective of investing in 
real estate and retail ventures. Backed by Ambani’s Reliance 
industries, this fund will be called Urban Infrastructure Opportunities 








Fund (UIOF). In other words, the fund will invest in malls, multiplexes 

and housing projects, among others. Reliance, as the main investor 

will put in about Rs 200 crore into the fund, which will be managed 

by Urban Infrastructure Venture Capital, where Jain is the chairman 

Does the fund mean there'll be less of Jain at Reliance? Fat chance. 

On May 11, when Ambani rang the opening bell at BSE to start trade 
5 in Reliance Petroleum, Jain was among those present. = 





CONTRIBUTED BY KRISHNA GOPALAN, VENKATESHA BABU. AMAN MAI IK, 
MAHESH NAYAK AND SHALEEN AGRAWA] 
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Foe further details, call 
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this car is insured fresh daily. 


Can an unassuming GPS device change the direction of an entire industry? 
It's happening now. IBM is working with insurance companies to deliver a new 
service, "pay by the mile" insurance. The program is changing centuries-old 
actuarial processes; better yet, it's driving growth in new policies. On Demand 
Innovation Services are among the many IBM capabilities that companies are 
leveraging to make themselves unique. Want innovation for growth? Talk to the 
innovator's innovator. Call on IBM. To learn more, visit iom.com/innovation/in 


what makes you special? 
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m As prices of assets—equities, 

real estate, gold and metals— 
yo-yo at peak levels, there are many 
speculative bubbles waiting to burst. 
The question is: Which one? When? 


T» j * 
T 


| ME 
A WILL 


to improve the 
supply chain. 


ready 


to deliver on an 
impossible deadline. 


ready 


to sway the course of industry. 
Your potential. Our passion.” 


Microsoft 


Your people are your company's most important asset. 
They come to work each day full of ambition, ideas, plans 
and goals. How do you harness all this energy? How do you 
make it work for you? Invest in software that turns insight 
into action. Software that connects and inspires. Then step 
aside and watch your people—and your business—realise 
success. Microsoft. Software for the people-ready business. 
microsoft.com/india/peopleready 
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X this car is insured fresh daily. 


Can an unassuming GPS device change the direction of an entire industry 
It's happening now. IBM is working with insurance companies to deliver a ne 
service, "pay by the mile "insurance. The program is changing centuries-o! 
actuarial processes;better yet, it's driving growth in new policies. On Deman 
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Early Harvest Or Failed Crop? 


Act 1 of the FTA with Thailand has resulted in a surge of imports. BALAJI CHANDRAMOULI 


N THE INDIAN CONTEXT, 

*First Time Aberra- 

tion" is a more appro- 
priate expansion of the 
acronym FTA, which oth- 
erwise stands for Free 
Trade Agreement. FTAs 
are aimed at promoting 
trade between countries 
on a bilateral, symbiotic 
basis. But that's where one 
of the early Indian FTAs, 
with Thailand, has begun 
to sour. Trade data shows 
that we have exported less 
and imported more from 
the East Asian major in 
recent times. 

Fortunately, the Thais have so 
far enjoyed only a diet menu, and 
not the entire spread—in trade 
terms, that means the ‘early har- 
vest programme' (EHP) on which 
the Indian government has allowed 
zero-duty imports, beginning ล 
few years ago. 

Between 2004 and 2005, 
imports from Thailand jumped 47 
per cent. What is more critical is 
that the EHP imports jumped 80 
per cent. On the other hand, 
India's overall exports to Thailand 
grew 12.5 per cent, while exports 
pertaining to EHP have dropped 
2.3 per cent. 

The consequent injury to dom- 
estic manufacturers was only to be 
expected. Reason: the government 
did not undertake detailed discus- 
sions with industry when it opened 
the gates. “The situation now is far 
better than before. However, there 
is scope for vast improvement. 
There is need for greater interaction 
between industry and government," 
says T.K. Bhaumik, Chief 
Economist, Reliance Industries. 
Adds LG Electronics India Vice 
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Doors of trade: Letting 


DOWN THE TUBE! 


Thai starters for Indian palate. 





Synthetic or reconstructed 
—  — AES 


Moulds for metals or 
metal carbides 


*Per cent over the corresponding penod of the previous year 
**During Oct. '04-Sept. ‘05 





President Girish Rao: “We are 
hopeful that the government will 
do the needful in ensuring a level 
playing field with regard to taxes 
vis-a-vis the ASEAN countries.” 
Argues Bhaumik, who was pre- 
viously Senior Advisor, Confed- 
eration of Indian Industry: 
“Industry organisations need to 
hire better talent to understand the 
sectoral needs and comprehensively 


communicate it to the 
government.” 

Evidently, the gov- 
ernment is attempting to 
get its act together. “We 
are tapping high knowl- 
edge teams across the 
country. The need of the 
hour, however, is to in- 
stitutionalise it. And, we 
are working on doing 
so,” says Commerce Secr- 
etary S.N. Menon. 

Importantly, the imp- 
act of hastily opening tra- 
de doors is not lost on 
the polity. Close to 60 
per cent of the Indian 
workforce still depends on the agri- 
culture sector, which contributed 
17.6 per cent of the country’s gross 
domestic product in 2004-05, down 
from 25.9 per cent in 1995-96. 
The political class understands that 
farmer suicides and industrial job- 
lessness as a result of unfavourable 
trade deals are a one-way ticket to 
political oblivion. UPA Chairperson 
Sonia Gandhi has written to the 
government highlighting the pit- 
falls of such treaties. And Finance 
Minister P. Chidambaram is worried 
about revenue losses. 

But then, a defensive play is not 
enough. Export competitiveness 15 
no longer a choice but an imperative. 
Just as companies need to improve 
their operations, the government 
needs to improve the infrastructure it 
provides industries. Power tariffs and 
transaction costs need to come down. 
Clogging at ports must ease and rail 
movement must become faster. 

With the margin for error narr- 
owing, the government’s trade gate- 
keepers, on their part, need to be 
careful as they negotiate the country’s 
trade deals with neighbours. 8i 





ส ร ว ชิ ต พ ร ว ว Tug. d^ 


The Other Wipro 


The IT giant also makes soaps. And switches. And 
laxatives. And furniture. The consumer businesses raked 
in Rs 600 crore last year. VENKATESHA BABU 


T'S TOUGH TO BELIEVE THAT WIPRO 

was originally an acronym for 

Western India Products. It's even 
more difficult to believe that Wipro 
began life as a manufacturer of 
vanaspati and laundry soap. And 
if you do harbour doubts about 
those origins, take a look at the Rs 
10,625 -crore IT services giant's con- 
sumer business, internally known 


Wipro's Soap And Light Opera 


EBIT ROCE* 


(Rscr) (percent) | 472 
201-0 CESEN ๒ 365 
2002-03 438 $80 | 3 300 
ว 13- 6 สร แร 3 
x-0 ia o£. | | EMS 
2005-06 | 808 376 - | 201-02 2002-03 2003-04 2004-05 2005-'06 


All figures according to Indian GAAP 


*Return On Capital Employed 


Consumer Products (which reported 
net sales of Rs 164 crore for the 
quarter ended March 2006). “We 
have a 6.6 per cent share in the Rs 
5,000-crore plus toilet soaps busi- 
ness. Santoor, our flagship brand, is 
the second largest selling toilet soap 
brand in the country by value (after 
Lux),” claims Chander. 

A deft combination of organic 


Profit after tax is not declared 


separately for consumer care and only EBIT(earnings before interest and taxes) numbers are available 


as Wipro Consumer Care & 
Lighting (พ ๐ ๐ ๓). These days, other 
than soap and vanaspati, wcc also 
has in its portfolio energy drinks, 
switches, honey, laxatives, and for 
good measure, furniture too. So 
much so, the mother brand Wipro 
Sunflower Vanaspati contributes 
just 5 per cent to wccr's sales (and 
0.3 to Wipro's). The assorted ac- 
tivities helped ง ๐๓ double revenues 
over the past three years. The 
topline stood at Rs 601 crore in 
2005-06, and operating profits at a 
little over Rs 80 crore. 

Kumar Chander, Vice President 
(Marketing), weer, claims that if the 
latest quarter's numbers are con- 
sidered, wcc as a standalone busi- 
ness, is larger than Godrej 


growth and acquisitions has helped 
wca. become a name to reckon with 
in the consumer industry. In April 
2003, it brought Glucovita, a glu- 
cose energy drink, from Hi for 
around Rs 2.5 crore. The second 
was a Rs 29-crore buyout of 
Ayurvedic soap brand, Chandrika. 
And last fortnight, Wipro an- 
nounced the acquisition of North 
West Switches for Rs 102.2 crore. 
“We make acquisitions where we 
feel we can grow the brand sub- 
stantially. For instance, Glucovita 
has more than doubled its sales 
since our acquisition,” says Vineet 
Agarwal, President, wect. 

In toilet soaps, wcci has three 
main brands—Santoor, Chandrika 
and Milk & Roses. It now hopes to 


PAWAR 


DEEPAK G 


Ej 
WCCL's Agarwal: Soapware story 


601 | The Non-IT Pie 





Toiletries* 


V erem 


Modular 
Furniture 


Vanaspati 5 - 


* Toiletries include shampoos, Wipro Shikakai, honey, 
isabgol, face wash, talcum powder & switches 
Figures in per cent show the contribution of different 
businesses Source: Company 


add a fourth by joining the rush of 
wooers for Mysore Sandal Soap, 
the flagship brand of the ailing 
Karnataka Soaps & Detergents Ltd. 
Mysore Sandal is a bestseller in 
South India, and has numerous ex- 
tensions that range from baby soaps 
to incense sticks. 

A soap acquisition doubtless 
makes sense for wca., which derives 
half of its revenues from that cate- 
gory. But why modular furniture, 
and why laxatives? Well, there are 
explanations. *There was no pan- 
India national brand in furniture... We 
will continue to invest. It (wcci) 
might look unglamorous, but it more 
than earns its keep," says Agarwal. 
Any wagers on which category the 
next acquisition will be in? 8 


IUNE 18 2006 BUSINESS TODAY 55 


WiVd INVNId 





น ee. 


"TW it p ww AA 


Subscribe Now! Save up to 35% and receive a copy of "How it Happens" FREE! 


SCIENTIFIC ๓ 
AMERICAN India 


The human race is al a unique tipping point. Wil we choose te 
ibe " I 


เ 2 


Vi NENNEN Get the inside track on emerging trends in science, technology & 
an SCIENTIFIC ว 0 ล ก เค น ม ร business and how they are shaping our future - today. Opinion 
al AMERICAN | leaders have turned to the pages of SCIENTIFIC AMERICAN since 
. K, 1845 to learn about important ideas early; months & years before 
other media recognize their importance. You are now cordially 
invited to join them. Subscribe to Scientific American India and 
discover tomorrow, today. | 


เน 


The Popolat 
The flew face d 


How lo Save § 


How caffeine wakes you up? 


The everyday world is full of fascinating phenomena that most of dad Se How cloning works? 

us take for granted; cells dividing, snowflakes falling, CDs owes BÉ How black holes are formed? 

playing, goose bumps forming, cereal popping and stomach AGS How detergents clean your laundry? 

growling. HOW IT HAPPENS is a step-by-step guide to more than 3 How fish breathe? 

500 of these everyday processes. Providing just enough technical 

detail to inform readers without over-whelming them, this book 

satisfies — and inspires — a wonder of the way the world works. How a global positioning system works? 
How polyester is made? 


How Swiss cheese gets its holes? 





^ SUBSCRIPTION INVITATION AND SAVINGS FORM 









































4 

Please start my subscription to SCIENTIFIC AMERICAN India for the term l've indicated below 
O 3 Years (36 Issues) at Rs. 65/issue - Total Rs. 2,340/- (Save 35%). Plus my FREE book ‘How it Happens. 
O 2 Years (24 Issues) at Rs. 75/issue - Total Rs. 1,800/- (Save 25%). Plus my FREE book 'How it Happens 
[] 1 Year (12 Issues) at Rs. 80/issue - Total Rs. 960/- (Save 20%). Plus my FREE book ‘How it Happens. 
Name: (Mr./Ms.) " LET C CEN 
Address: O Home C Office 
Postal Code: — Tel: (H) Tel: (0) i sr Fax 
Email E» ni 
Payment Details: 
O Charge my CreditCard =| | [ | a! @ | | Card No.- — 2€ signature 

Payment Enclosed: [ๆ Cheque Ci DD No: (in favour of Living Media India Limited. For non-Delhi cheques. please add F | 

Subscription Terms & Conditions: SCIENTIFIC AMERICAN india cover price «s Rs. 100/- + Savings are off the cover price + Special rates, and offer valid in india for a limited peroid only * Allow 3-4 weeks for processin 
your subscripbon * Your free gift will reach you in about 4 weeks of commencement of your subscription * Do not send cash * Add Rs. 10 for non-Dethi cheques * It will not be possible to entertain any request SCIENTIFIC 
cancellation once the free gift has been dispatched * Superscribe your name and address on the reverse of the chequa/DD * All disputes are subject to the exclusive yurtsdiction of competent courts and forums in DelhuNew AMERICAN India 
Delhi only Terms & conditons apply WwWww.sciam 





b Living Media India Limited, Videocon Tower, 13° Floo 
-] alan Extension. New Hin 


To subscribe: .— (11) 2368 4841 9 sciam@intoday.com 


R&D 
Recognised 
by 


GOVERNMENT OF INDIA ง | | O ë Es 


www.su-kam.com 





อ ณี om 


bt current 


B 


” 


Have IPOs Been KO'd? 


Last fortnight's stomach-churning correction might blunt the 
appetite for primary market offerings. SHIVANI LATH 


AST FORTNIGHT CHINA SHOWED 
J world a good way to defy 

the global carnage in equities 
and commodities. The country's 
primary market closed its largest 
ever initial public offering (IPO), 
with Bank of China raising $9.7 
billion (Rs 43,650 crore) on May 
23. The portion allotted to retail 
investors was oversubscribed 80 
times, and shares allotted to insti- 
tutional investors were oversub- 
scribed 20 times. If China can do it, 
the question lead managers and is- 
suers are asking themselves, is: Can 
Indian POs also pull through? The 
travails of Air Deccan (see Belly- 
landing), which had to extend the 
issue period and rejig the price band, 
are still etched in memory, although 
the low-cost airline did succeed in 
finishing off with an oversubscrip- 
tion number of 1.23. Yet, the nearly 
20 per cent fall last fortnight in the 
indices, and the stomach-churning 
volatility all along will have issuers 
worried, and investors thinking 


LAMBS TO THE SLAUGHTER? 


Companies that have lined up 
public issues. 
















Bharat Hotels* * 
Parsvnath Developers 
DLF Universal — — 
Malwa Industries 

GMR Infrastructure — 
Gammon Infrastructure 
Projects — 
Multi Commodity 
Exchange of India 
WL 0 
Binani Cement —.— 





“Figures in Rs crore ** Follow-on offering Source: Prime Database 
Bharat Hotels was delisted in June 2003 
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twice. "Issuers will take into acc- 
ount the market volatility and the 
market sentiment in deciding both 
the timing and the pricing of the of- 
fering," says Srinivasan Subram- 
anian, Head of Capital Markets, 
Enam Financial Consultants. Others 
aren't so sanguine. Prithvi Haldea, 
Managing Director of Prime Dat- 
abase, believes IPOs are unlikely to 
hit the markets unless stability ret- 
urns. "Unlike in the past, today 
companies raise money for expan- 
sion, acquisition, and retirement of 
debt, so the urgency to raise money 
is not great," adds the primary 
market expert. 

With the market at lower levels, 
valuations too will naturally have to 
be reworked, on the lower side. 
And there are some companies that 
may feel public issues aren't the 
best way to raise money, preferring 
private placements instead. The 
markets might, thus, see more trans- 
actions like the recent placements by 
GMR Infrastructure to IDFC and ICICI 
Venture (GMR Infrastructure is rep- 
ortedly still negotiating with more 
financial investors). The situation is 
worse in the case of follow-on issues. 
Any volatility in the stock price dur- 
ing the issue period can cause the 
issue to fail. Four of the last seven 
follow-on issues are quoting below 
issue price. In fact, 14 of this year's 
33 IPOs are below that threshold. 

Of course, there are those who 
believe that there will always be 
appetite for “good quality" IPOs. 
“By good quality, we mean good 
company, good promoters, fair pric- 
ing and money being raised for the 
right reasons," says Naval Bir 
Kumar, Managing Director, 
Standard Chartered Mutual Fund. 
When you find such an offering, 
write in to us about it. 











Belly-landing 


Air Deccan's IPO scrapes 
through in a rough market, 
but did it deserve better? 


KUSHAN MITRA 





Air Deccan's Gopinath: Keeping 
his fingers crossed 


ALLING MARKETS CAN DO 
be things to people. 
G.R. Gopinath, Managing 
Director, Deccan Aviation (op- 
erators of Air Deccan), for ins- 
tance, began thinking of the fall 
from grace of the Shankaracharya 
of the Kanchipuram Mutt when 
his airline’s Rs 450 crore initial 
public offering (IPO) got tossed 
around in last fortnight’s bear 
bashing. “If someone like that 
could fall the way he did, we 
were nothing,” says Gopinath. 
The IPO eventually did scrape 
through with a 1.23 times over- 
subscription. But it doesn’t hold a 
candle to the last airline issue— 
that of Jet Airways, which went 
public in early 2005, and got over- 
subscribed 12 times. Gopinath 
believes some competitors spread 
canards about the PO. “There 
were messages flying around im- 
plying that we would withdraw 
the issue." Instead, he preferred to 
extend the issue by three days 
and brought down the floor price 
from Rs 150 to Rs 146 to entice 
more retail buyers. The price Air 
Deccan lists at might well 
determine whether those investors 
begin flying with him too. m 
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market did last year (30 per cent as 
against 24 per cent). Hero Honda 
on the other hand had to grapple 
with labour disputes at its Gurgaon 
plant, the resignation of its long- 
time marketing head and some 
uninspired product launches. 

That said, the Delhi-based com- 
pany did make a semi-successful 
foray into the scooter market with 
‘Pleasure,’ targeted at young female 
riders. At a stroke HHML has 
into third spot, behind Honda 
Motorcycle and Scooter India (HMS!) 
and Tvs Motor. BAL's focus, for the 
time being, doesn't seem to be on 
scooters, the biggest signal of which 
came when it laid to rest one-time 
bestseller “Chetak’ in late 2005 (al- 
though it does have a string of more 
contemporary launches lined up). 

Bajaj's magic in product devel- 
opment isn't ebbing, what with a 
200cc-plus Pulsar DTS-Fi (digital 
twin spark-fuel injection) lined up 
for launch. The bike, along with a 
few new scooter offerings, was dis- 
played at the Auto Expo in January in 
the capital. So, does the future belong 
to Bajaj? S. Sridhar, General ว 
Marketing, BAL, believes Bajaj will 
catch up with Hero Honda, but 
putting a time-frame on that is imp- 
ossible. *For every action we take, 
there is a counter action from them," 
he laughs. *But, we will continue 
to outpace the market growth as 
we have done for the last two years." 

“I believe Bajaj will be able to 
continue its rapid pace of growth in 
motorcycles, maybe not at 30-odd 
per cent but 20-24 per cent growth 








is easily manageable", says Kalpesh 
Parekh, auto analyst at brokerage 
ASK Raymond James. The main rea- 
son for his optimism: Bajaj's con- 
tinuing domination of the ‘econ- 
omy' segment with the CT100 and its 
stranglehold of the top-end (and 
very high-margin) segment with the 
Pulsar and the Avenger. 

But it's the mid-segment that's 
the largest, and this, HHML controls 
with an iron fist. And it's clearly 
not all doom and gloom for the 
Honda affiliate, despite the loss of 
market share and the relative une- 
xciting nature of its new launches. 
The company has managed to put 
its labour disputes behind it and is 
aggressively increasing capacity at its 
two existing plants at Gurgaon and 
Dharuhera. Yet, in an attempt to 
claw back share the company has 
announced an aggressive product 
introduction schedule, with plans 
for eight new models in 2006 itself. 
The ‘Pleasure’ and the ‘Achiever’ 
have already been launched. 
However, the bulk of its sales still 
come from the ‘Splendor’ and 
‘Passion’ models, which explains 
why HHML still enjoys a three-fifth 
share in the crucial ‘executive com- 
muter’ segment, despite Bajaj’s rec- 
ent inroads into that segment with 
the new Discover. 

“I feel Bajaj will keep chipping 
away at Hero Honda and eat into 
its share, but overtaking them will 
be difficult. After all Hero Honda is 
still the market leader and just one 
of their new launches has to click,” 
says Parekh. Is Rajiv Bajaj listening? m 
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The Moto-Race Gets Hotter 


Hero Honda is still in front by a long way, but Bajaj Auto is gaining ground, 
slowly but surely. KUSHAN MITRA 


ISHAN TANKHA 
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ALES OF SEVEN MILLION VEHICLES 

in 2005-06, six lakh in April 

2006—4t is not a bad time to be 
a two-wheeler manufacturer in India. 
But it is an even better time to be one 
of the top two manufacturers, the 
Pawan Munjal led Hero Honda 
Motors Limited (HHML) and the Rajiv 
Bajaj led Bajaj Auto Limited (BAL). 
The two control close to 80 per cent 
of the motorcycle market. But you 
can't expect them to be content with 
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their respective positions, what with 
BAL determined to wrest back the # 1 
slot it lost to HHML back in the late 
nineties, and HHML resolute about 
clinging on to the numero uno crown. 

HHML today is way ahead 
with a market share of just under 50 
per cent for 2005-06. But that's 
1.8 percentage points lower than 
what it was the previous year. Bajaj 
on the other hand has moved from 
27.1 to 30.1 in a year, and by April 
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HHML's Munjal (left) and BAL's Bajaj: Warring faces of the great Indian two-wheeler industry 


2006, BAL’s share had spurted to 
32.4, with Hero Honda plunging to 
45.8 per cent (it is obviously losing 
share to other players too). Yet, it's 
too early, and too simplistic, to take 
a call on who's going to win the 
race over the long term. BAL seems 
to have got its act right on the prod- 
uct development and marketing 
fronts, particularly at the higher 
end with products like the Avenger 
cruiser, which grew faster than 
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2002-03 — 
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2004-05 _ 
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*Base year: 2001-02 


For any year's profitability, add impact of rise in global crude price to the net profit in 2001-02 and reduce it by the subsidy outflow 


3750 


14,330 
26,820 


During 2005-06, profits are dragged down due to lower crude production; in 2004-05, higher subsidy outgo lowers profitability 


new entrants such as Reliance 
Industries Ltd and GsPC (Gujarat 
State Petroleum Corporation Ltd) 
have, literally, struck it rich. 
Reliance's find in the Krishna 
Godavari basin at 7 trillion cubic 
feet is good enough to power the 
entire state of Andhra Pradesh. 

The key to striking oil and gas is 
the interpretation of seismic data. 
Since the cost of drilling a well is 
upwards of Rs 130 crore, the 
intensity of evaluation holds the 
key. Unfortunately, in ONGC's model 
of operation, there is little time for 
this. Hired rigs, which cost as much 
as Rs 2 crore a day, account for 
the most expensive operating part of 
the procedure. 

ONGC hires these rigs on a time 
charter basis. Regardless of whether 
they are utilised or not, ONGC pays 
a 'standby' charge, which can be 
as high as 90 per cent of the price 
paid while it is in operation. 
Pressure to keep the rigs in action 
cuts into the company's efficiency of 
the evaluation process. Not sur- 
prisingly, around Rs 3,000 crore 
has gone down the drain on this 
account in the last three years, with 
an embarrassing 20 dry wells to 
show for the effort. 

ไท contrast, Reliance hires rigs 
on a job charter basis. It calls in the 
rig only after exhaustively 
analysing the seismic data. ONGC 
defends its decision to hire rigs on 
a time-charter basis on the grounds 
that “...there is perennial short 
supply of drilling rigs." 
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Have Money, Will Buy 
Unable to find oil and gas in India, 
ONGC has aggressively gone about 
trying to acquire discovered prop- 
erties overseas, its war chest filled 
with the gains accrued from sell- 
ing 25 million tonnes of crude oil in 
the domestic market. 

While it has bagged producing as 
well exploration properties across 
the world, the competitiveness of 
the acquisition price, especially given 
the upward pressure generated by 
Chinese participation in the same 
market, is questionable. *Judging 
the future crude oil prices is an 
important factor, but it is very dif- 
ficult to predict it," says Atul 
Chandra, President, Reliance 
Industries Ltd, and former head of 
ONGC Videsh Ltd (OVL), the overseas 
acquisition arm of ONGC. 

Another key aspect of evalua- 
tion lies in the ability to estimate the 
reserves of the producing block 
beyond that perceived by the mar- 
ket. Given ONGC's track record on 
the domestic front, its ability to 
read reserves needs to improve. In 
fact, some time ago, OVL exited a 
block in Myanmar, only to return 
after paying a penalty, when its 
partner Daewoo struck gas. 

If ONGC's strategy has worked 
thus far, it is because it has made 
its major acquisitions of discov- 
ered properties in a low global oil 
price regime. The Sudan ($690 
million or Rs 3,150 crore) and 
Sakhalin ($2.77 billion or Rs 
12,465 crore) properties were 
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acquired when crude prices were 
in the low 20s. 

In these times of high oil prices, 
it is not an accident that the 
domestic private sector is not pur- 
suing discovered blocks. “In the 
current high oil price scenario, good 
producing properties are not avail- 
able in the market as no one has a 
reason to sell them," says Chandra. 
“A commercially prudent company 
would not target discovered prop- 
erties at present until oil price 
volatility improves." 

Where properties are available, 
the political risk is often times on 
the high side. Recently, the gov- 
ernment turned down an attempt by 
OVL to acquire a producing block in 
Nigeria. With stagnating oil pro- 
duction, and a tendency to resort to 
the soft option of acquiring pro- 
ducing properties where true E&P 
skills remain untested, ONGC, under 
the stewardship of a new CMD, has 
a lot of home work to do. 

Over the past several months, 
the company has lost over 200 
personnel, some of them geolo- 
gists and drilling engineers, whose 
demand has grown ever since 
Reliance struck gas a few years 
ago. While ONGC’s manpower 
count (36,000) is high, it continues 
to hire at the wrong end: Kaki 
Refineries and Petrochemicals Ltd 
has hired close to 300 personnel, 
while there is no project in sight. 
Evidently, the officiating ONGC 
chief R.S. Sharma has a lot on his 
plate to sort out. พ 
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Dry Well, Not Black Gold 


Financials apart, ONGC's performance over the past few years has 


been anything but impressive. BALA]I CHANDRAMOULI 


HE GOVERNMENT'S RECENT 

decision not to give Subir 

Raha, the high-profile 
Chairman and Managing Director 
of the Oil and Natural Gas 
Corporation Ltd (ONGC) an exten- 
sion is being seen as the fallout of 
several factors. 

One is the rather adverse report 
issued by an independent inquiry 
committee which was investigating 
the July 2005 accident on the 
Mumbai High North platform of 
ONGC which resulted in the death of 
22 people and a loss of around Rs 
1,800 crore. 

The other is some negative 
feedback on Raha's style of func- 
tioning which was given by his 
former boss, the former petro- 
leum minister Mani Shankar 
Aiyar. For those who came in late, 
Raha and Aiyar had fallen out 
over the latter's decision to 
appoint V.K. Sibal, Director 
General, Hydrocarbons DGH, as 
a director on the board of ONGC. 
Aiyar was also reportedly unhappy 
with Raha’s autonomous style 
of functioning. 

While these factors have been 
widely publicised, another, one 
that reflects poorly on Raha’s track 
record as CMD, hasn't. “Digging 
dry wells is a learning experience,” 
Raha once famously remarked dur- 
ing a press conference a few years 
ago, but fact is, the man, and the 
company, may have dug more dry 
wells than was acceptable. 

ONGC’s flagship exploration เท 1- 
tiative, Sagar Samridhi, a deep 
water oil and gas exploration pro- 
gramme, hasn't thrown up any big 
finds. If no one seems to have 
minded, it is because ONGC is dar- 
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COMPANY OPERATING BLOCKS’ DISCOVERIES 
ONGC 47 3 
Reliance 34 21 
Cairn 6 23 
OIL 6 0 
GSPCL 5 3 


*Blocks awarded by government through a tendenng 
process beginning 1999 


ling of the bourses, and Raha, 
touted as one of India's best man- 
agers, both courtesy the company's 
financial performance. 

Much of that has come on the 
back of rising crude prices. Five 
years ago, when Raha took over, 
ONGC realised less than $20 (Rs 
900) per barrel of crude oil. Today, 
it rakes in around $55 (Rs 2,475). It 
is estimated that every dollar 
increase in the price of crude bene- 
fits ONGC to the extent of Rs 850 
crore a year. 


Deteriorating Physicals 

All, it would appear, is not well at 
ONGC. Even a cursory look at the 
physical performance of the com- 
pany is revealing: ONGC's pro- 
duction of crude oil has remained 
stagnant; and it has not made any 
significant new finds. Thus, ONGC 
has been lifting more oil from its 
discovered blocks than it can find 
in its new blocks—in oil industry 
lingo this is called the reserve 
accretion ratio, and ONGC's has 
been declining. At the same time 
it has also been producing less 
oil than it should. “If one applies 
global averages, ONGC should be 
producing 80 million tonnes per 


NARENDER DISHI 


Media and investor darling: But Raha 
seems to have ignored the physicals 


year. However, over the last five 
years, production has remained 
stagnant at 24-25 million tonnes,” 
points out DGH Sibal. 

Meanwhile, the company has 
gone on an overdrive to acquire 
overseas producing properties, 
with limited success. On the 
domestic front, it is diversifying 
into the SEZ (special economic 
zone) business, without addressing 
the issues facing its floundering 
core business, exploration and pro- 
duction, and the logical down- 
stream diversification, retailing 
petrol and diesel. 

A look at the core of ONGC's 
business reveals that after Mumbai 
High in the 1970s, the company 
has not made any significant dis- 
coveries. This, in a context where 
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Bidding For Trouble 


Unitech's Rs 1,583-crore bid for a 340-acre plot in Noida is the largest realty deal in 
India. But it seems the courts will have the final say in the matter. AMIT MUKHERJEE 


real estate deal in India. But 

within 24 hours of the 
announcement on May 24, 2006, 
Unitech's Rs 1,583-crore bid for a 
340-acre plot of land in Noida 
was embroiled in controversy. 
Rival bidders, who lost out, alleged 
foul play and have moved the 
courts, Political parties, sensing a 
scam, also jumped on to the band- 
wagon and took to the streets. 
Result: the judiciary will probably 
have the final say in this matter. 

For now, though, the Rs 
1,100-crore Unitech is going ahead 
with its plans of building an inte- 
grated residential township on the 
plot in Noida's Sectors 96, 97 and 
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Unitech's Chandra: Facing roadblocks 


THE TOP FINANCIAL BIDS 
2,100 


ICITY INFRASTRUCTURE 


98 along the Taj Expressway. “We 

are talking to three of the world's 10 KAMAG: 1,583 
top architects to help us create a 

township of international stan- FT 1,401.46 
dards,” says Unitech Managing Figures in Rs crore 


Director Sanjay Chandra, adding: 
“Work on the project will begin in 
the next six-to-eight months.” He 
plans to complete the entire project 
by 2010. The total project cost: Rs 
5,000 crore. “The funds will come 
from internal accruals and corporate 
borrowings,” says Chandra. 

But rivals are crying foul. ICity 
Infrastructure, a Bangalore-based 
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consortium comprising India 
Builders Corporation, Puravankara 
Builders and United Telecom, claims 
its Rs 2,100-crore offer—more than 
Rs 500 crore higher than Unitech's 


. winning bid—was overlooked. The 


authorities claim everything was 
done according to rules. *ICity's 
bid was rejected as it failed to fur- 
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nish satisfactory details about its 
net worth and turnover; also, it did 
not have the minimum required 
experience," says Sanjiv Saran, CEO, 
New Okhla Industrial Development 
Authority (Noida). “We have not 
been informed either in writing or 
verbally about our disqualification,” 
say Yunus Zia, Managing Partner of 
the consortium, adding that he will 
move court as soon as it reopens in 
the second week of June. Then, 30 
other rivals, who were felled by the 
stringent qualification criteria, have 
also filed petitions before the 
Allahabad High Court, challenging 
their disqualification. These will 
also come up for hearing after the 
court reopens. And finally, there is 
the Congress, which alleges that 
Unitech is paying only Rs 11,000 
per square metre for the land even 
though the minimum rate fixed by 
the government for the area is Rs 
21,000 per square metre. 
Chandra declines to comment 
on these controversies surrounding 
the project. No court has passed 
any verdict on the deal yet, so 
Unitech is going ahead with its 
plans. But once the courts reopen, 
Chandra may have to spend as 
much time with his lawyers as he’s 
doing with his architects now. 8 






AGGRIEVED PARTIES 
พ ICITY INFRASTRUCTURE LTD: |City Infrastructure, a consortium formed 
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by the Bangalore-based India Builders Corporation, Puravankara 
Builders and United Telecom, lost out despite quoting the highest 
price for the land. It plans to move court against the auction. 


พ CONGRESS: Says it's a big scam as land has been sold at "throw- 
away prices", which has caused a huge loss to the state exchequer. 
Its demand: cancel the auction. 


im OTHERS: A total of 33 interested parties picked up bid forms, but 
tough eligibility criteria felled 31 of them. Some of them have filed 
cases in the Allahabad High Court challenging the qualification criteria. 





NASA has out-of-this-world ideas. To share them with 
colleagues in our world, they use the multi-platform 
capabilities of Xerox DocuShare’ software. 
There's a new way to look at it. 
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KALYAN CHAKRAVORTY 


than what had been reported by 
PIH. Awash in red ink, both Coke 
and Pepsi increased prices by 
around 40-50 per cent last year 
across categories to try and stem 
the tide. *This is what led to the 
decline in rural sales," says a bot- 
tler, adding that the steep increase 
in prices, however, helped offset 
the dent in top line volumes to a 
large extent. 

For the record, both Coca- 
Cola and Pepsi deny that they are 
under any pressure. Says Rajeev 
Bakshi, Chairman, Pepsico India: 
"There has been a good growth in 
turnover this year, though non- 
carbonated categories have grown 
better than carbonated soft drink 
(CSD) brands." Coke is singing the 
same tune. "Public research stud- 
ies have established that the retail 
offtake of beverages among urban 
consumers is on the rise. Our 
plan is to offer total beverage sol- 
utions to Indian consumers in the 
non-alcoholic segment," a spok- 
esperson said. 

Both companies say that the 
new focus is on health and well- 
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Pepsico's Bakshi (L) & Coca-Cola's Atul Singh: Burning big money 


ness drinks. Pepsi has internally 
classified its portfolio into three 
categories: fun-for-you (carbon- 
ated drinks), better-for-you (diet 
and fruit-based drinks) and good- 
for-you (fruit juices). Both Coke 
and Pepsi plan to launch new 
products in the last two categories 
as they expect a faster growth in 
these two segments. 

Coca-Cola, meanwhile, is fac- 
ing another challenge in India— 
the flight of top executives. Amit 
Jain, Regional Vice President 
(North India Operations), quit in 
November 2005 to join MTV India 
and Jaspal Singh, Regional Vice 
President (Franchisee), left in 
2006 to join a private equity 
group. Then, Devendra Chawla, 
Director (Customer Service), has 
also put in his papers; he will be 
joining Reliance Industries' retail 
venture. And Gupta is also on 
the way out. He is joining Anand 
Bazar Patrika as its Group Chief 
Marketing Officer. 

Clearly, yesterday's marketing 
mavens will need more than large 
ad budgets to stem the rot. 8i 
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Its Here 
Before Time 


The monsoons have arrived, 
but hold the bubbly a while. 


HE MONSOONS HAVE SURPRISED 

the Indian Meterological 
Department once again; only, 

this time, it's a pleasant one. The 
South-West Monsoon, which gen- 
erally hits the Kerala coast (its first 
point of contact with the Indian 
mainland) in the first week of June, 
arrived this year on May 26, six 
days ahead of schedule. *The early 
arrival is a good sign, but we are 
sticking to our Long Range 
Forecast," says a Met official. Only 
last month, the Met had predicted 
that rainfall this year is likely to be 93 
per cent of the long period average, 
with a 22 per cent probability of it 
being deficient. The BsE Sensex, 
which has been riding a rollercoaster 
recently, cheered the monsoon's ar- 
rival with a 1.34 per cent rebound. 
"The early onset of monsoons 
has boosted the prospects of sectors 
like two-wheelers and tractors, fer- 
tilisers, cement and fast moving con- 
sumer goods," says Kannan Shah, 
analyst, Networth Stock Broking, a 
broking and research firm. But econ- 
omists advise caution. “It’s too early 
to speculate. The early arrival of 
monsoon does not mean it's going to 
be a good one. We should wait for 
the Met's forecast for June before 
making predictions," says Subir 
Gokarn, Chief Economist, CRISIL. พ 
PALLAVI SRIVASTAVA 
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Hot And Cold 


Coke and Pepsi are raising ad spends, and increasing 
visibility, in a bid to retrieve lost ground. But customers 
don't seem to want more. ARCHNA SHUKLA 





HE COLA MARKETERS ARE 

going on the offensive once 

more. Coca-Cola and Pepsi 
are again burning big money to 
woo customers. For proof, turn on 
your television sets. Both cola maj- 
ors are staking out their presence on 
the airwaves in a determined bid to 
woo back consumers they'd lost 
over the last couple of years. Coke, 
in fact, is making a comeback to 
mainstream advertising after a 
long and conspicuous absence 
through most of 2005. Its arch- 
rival Pepsi has also stepped up its 
media presence in order to create 
buzz around its brands. Says Vikas 
Gupta, Vice President (Marketing), 
Coca-Cola: “There has been a sig- 
nificant increase in our marketing 
budget this year because we und- 
erstand that brands work only 
when they are marketed well." 

Media buyers confirm that the 
two cola companies have spent 
around Rs 50-60 crore each in the 
past three months alone. They were 
among the biggest advertisers in 
the country till 2003, with annual 
ad budgets of around Rs 100 crore 
each. Then the pesticides contro- 
versy hit home, affecting the sales of 
both companies. This was also a 
phase when Coke and Pepsi were 
engaged in a fierce price war, which 
took a toll on margins. With sales 
spiralling down and market senti- 
ment hitting an all-time low, Coke 
slashed its ad budget by around 50 
per cent in 2005, while Pepsi pared 
down its promotion expenses by 
around 25 per cent. 

But are the increased ad spends 
leading to higher sales? The evi- 
dence on the ground doesn't seem 
to point in that direction. Coke and 
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HALF-FULL OR HALF-EMPTY? 


พ Volumes down 8-10 per cent in 
the first four months of 2006 


พ Rural and semi-urban markets 
spoil the party this time 

m A 40-50 per cent increase in 
prices is the culprit 

m Companies claim dip in volumes 
offset by higher per unit 
realisations | 

m Marketing and advertising 
overdrive to continue 


m Both companies bullish 
about rest of the year 





Pepsi, in fact, are creating a lot 
of noise around their brands 
in order to arrest the decline in 
sales that started in 2003. 
According to top bottlers of 
both companies, sales have 
fallen a further 8-10 per cent 
in the first four months of 
the current year. “Soft drink 
sales start picking up in end- 
March and peak in April 
and May. But this year, 

the market remains sub- 
dued because of untimely rains," 
says a top Pepsi bottler. 

For Coke, this is the seventh 
successive quarter of plunging sales. 
According to its Atlanta-based par- 
ent's filings with the Securities 
Exchange Commission of the us, 
unit case volumes declined 4 per 
cent in 2005 and 10 per cent in 
the first quarter of 2006. The filing 
states: "The decline in India was 
related to the impact of recent price 
increases and steps taken by the 
consolidated bottling operations to 
drive revenue growth and improve 












operating and working capital 
efficiency." It expects the Indian 
market to "stabilise" in 2006. 
Incidentally, Hindustan Coca- 
Cola Beverages had accumulated 
losses of Rs 996 crore and Pepsi 
India Holding (PIH) had totted up 
losses of Rs 87.5 crore as on March 
31, 2005. A Pepsi spokesperson, 
though, clarifies that PIH is only one 
of the companies operating under 
Pepsico India and the latter's per- 
formance in 2005 was much better 





earnings, since it takes an average of 
three years to develop a property. 
Given the media's preoccupa- 
tion with the sexier part of the DLF 
IPO story—how it may turn Singh Sr 
into the richest Indian in terms of the 
value of his share holdings in DLF (Rs 
1,15,000 crore)—some important 
questions about the share sale have 
gone unanswered. Here, we attempt 
to answer some of the key ones: 
B Just what is DLF's EPS? For the 
year ended March 31, 2006, DLF 
reported a net profit of Rs 199.40 
crore on revenues of Rs 1,170.90 
crore. Soon thereafter, DLF split its 
shares of Rs 10 into five, increasing 
the number of shares to 151.07 
crore. The earnings per share, then, 
work out to about Rs 1.32. So, why 
is DLF quoting an EPS of Rs 9.09? 
That, as it turns out, is due to a 
restatement of accounts for the last 
five years, and the figure of Rs 9.09 
is not just adjusted for the stock 
split and bonus issue, but also 
reflective of a weighted average of 
EPS for the past three years. 
B Why restate accounts? Most pri- 
vately-held companies suffer from 
one paradox: Their capital base 
tends to be small, but assets and 
net worth disproportionately high. 
DLF, for instance, had just 35 lakh 
paid up shares until March 31, 
2005, and a net worth of Rs 384 
crore and net profits of Rs 68 crore, 
giving it an EPS of Rs 194. Had DLF 
not split its shares and issued bonus 
shares, the EPS for last year would 
have been Rs $54. Now, DLF thinks 
it deserves an earnings multiple 
(that is, P-E) of about 70, as is evi- 
dent from the fact that it is offering 
20.20 crore shares to investors and 
hoping to raise Rs 13,000 crore. 
Imagine what a P-E of 70 would 
have meant if the shares hadn't 
been split: Each share would have 
had to be priced above Rs 38,000. 
Who'd buy? Not you and me. 
m Why value a company with Rs 
199 crore in profits at Rs 1,30,000 
crore? What investors discount is 
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Projected revenues 
and profits. 
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WHERE THE PROFITS 
WILL COME FROM 


Instead of leasing, DLF will sell its 
properties. And here's what it 
plans to sell in 2006-07. 


OMMERCIAL 


Sales Volume 
(million sq. ft) 
Avg. Sale Price 
(Rs/sq. ft) 
Sales Revenues 
(Rs crore) - 
Net Profit 
(Rs crore) 
Source: Citigroup Investment Research 





not past earnings, but future earn- 
ings. According to analyst projec- 
tions (obviously based on plans 
shared by DLF), its revenues next 
year will touch Rs 11,219.30 crore 
and net profits a mammoth Rs 
6,400 crore, an eye-popping 3,116 
per cent increase. (So, the discounted 
P-E works out to a little over 20.) 

๒ Whoa, wbat's happening here? 
Until recently, DLF only leased its 
commercial and retail buildings (the 
latter to a lesser extent). Going for- 
ward, it will sell these properties 
and become a pure developer. Next 
year, it will sell 16 million sq. ft of 
commercial, retail and residential 
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space. According to at least one 
estimate, DLF, by 2015, could have 
revenues of about Rs 53,000 crore 
and a net profit of Rs 27,000 crore. 
B So are the Singhs getting out of 
owning properties? Well, not exa- 
ctly. The promoters are setting up 
another company called DLF Assets 
that will bid to buy the retail and 
commercial properties from DLF 
Universal. The former will also act 
as an underwriter of sorts, since an 
agreement between the two requires 
DLF Assets to necessarily buy a 
development if its open market sale 
price turns out to be less than 10 
times the annual rental and main- 
tenance income from it. 

B How will DLF Assets fund itself? 
About Rs 1,300 crore from the 
IPO will go towards capitalising 
DLF Assets, which would then raise 
three times as much in debt. Using 
a financial structure known as Real 
Estate Investment Trust (REIT), DLF 


Assets will acquire properties from 


DLF Universal (as special purpose 
vehicles) and receive rentals from 
them. Since, REITs (pronounced 
‘reets’) are typically not taxed and 
required to pay almost all of their 
profits as dividends, global 
investors buy into them and receive 
almost fixed income in the form of 
dividends. In effect, DLF Assets 
becomes the landlord and DLF 
Universal, the developer. On their 
part, the promoters will receive 
dividend income from both DLF 
Universal (if it pays any) and DLF 
Assets. Sweet deal? You bet. 

m What are the risks DLF Universal 
faces? Execution. It has to deliver on 
its plans. Then, even as it exhausts 
its cheap land bank, it must replen- 
ish at current (crazy) prices. If the 
economy stalls, DLF will take a hit 
too. Besides, its revenues, despite a 
plan to diversify into SEZs and 
hotels, could remain lumpy. Then, 
it has to professionalise. It is still 
managed largely by family mem- 
bers. And Singh Jr, of course, can 
forget about a life in the shadows. 8i 
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Test-case IPO 


Despite the boom in real estate (and until recently, the stock markets), convincing 
retail investors to buy its IPO won't be easy for DLF Universal. R. SRIDHARAN 





































N THE SEVEN YEARS THAT RAIIV 
Singh, 47, has been the Vice 
Chairman of DLF Universal, he 
has granted less than 40 media 
interviews. Almost all of them 
have occurred in just the past few 
months. If the otherwise media-shy 
Singh, son of DLF Chairman K.P. Singh 
and a mechanical engineer from MIT, 
has been on a publicity overdrive, it’s 
because he has a story to sell. A diffi- 
cult one, actually. Having remained a 
closely-held real estate company for six 
decades, DLF is set to go public in 
June-end with an offering that could 
raise more than Rs 13,000 crore in ret- 
urn for about 12 per cent of its shares. 
In the recent past, investors have 
demonstrated a huge appetite for qual- 
ity IPOs (think Reliance Petroleum), but 
since then the stock markets have taken 
a turn for the worse. Singh can no 
longer take a smooth sailing for granted. 
Even if the stock markets were 
irrationally exuberant, Singh, who’s sit- 
ting on land worth Rs 85,300 crore, 
would have had a hard time selling a 
real estate PO. Why? The real estate 
business in India is as murky as 
can be. Land holdings are frag- 
mented, titles are usually unclear 
and disputed, regulations aren't 
just complex and ambiguous 
but ineffective, and to a large 
part it's a cash economy. 
There are additional risks 
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DLF's Singh: It's his show now 


Global Network, an international trade- 
consulting firm in India, is promoting Wy 
WORLDSTREET, a consumer products' global 
direct marketplace project in the United States. 
Mr. David Mignatti, President of WORLDSTREET, | 
a division of Silver Companies 
(www.silvercompanies.com) is interviewed on 
the benefits of participating in this innovative 
project for indian businesses. 


GN: What is WORLDSTREET and what benefits will 
there be for Indian manufacturers and exporters? 
DM: eWORLDSTREET is a consumer products 
commercial complex of nearly 750,000 square feet 
anchored by an indoor "global direct marketplace." 
It will offer retail, wholesale & direct-from- 
manufacturer selling opportunities via commercia! 
condominium ownership and leasehold. 
eWORLDSTREET is establishing a powerful new model for: 
- retailing and consumer shopping experiences; and 

| vertical-direct selling and commercial activity in consumer products sector. 
e For the first time in the US, WORLDSTREET is creating the opportunity for 
retail space ownership within a large, indoor shopping venue. 
e WORLDSTREET is the place for Indian manufacturers to promote their own 
brands and sell their products without having to go through intermediaries. 
e WORLDSTREET welcomes all sizes of businesses: big, medium and small 
manufacturers and exporters to "incubate" their businesses in the US, or to 
“expand” their current market reach in the US. 
e WORLDSTREET is the only commercial ‘global direct" marketplace complex 
in the US that offers Indian businesses direct access to customers through 
retail, wholesale, or even light manufacturing (off-site). The first store one 
opens at WorldStreet can be a prototype for future multiple-store-growth in 
other metro markets throughout the US. 
e WORLDSTREET truly offers you a world of buyers and selling opportunities 
of global proportions. 
GN: Why is WORLDSTREET different from regular marts and malls familiar to 
the Indian population? 
DM: eWORLDSTREET uniquely offers Indian companies: 
- thecompetitive advantages of Direct Market Access and Complete Vertical 
Integration in the Global Supply Chain and an - unprecedented opportunity for 
direct showroom ownership and real estate investment protection in America. 
e Most marketplaces in the US are either reserved for retail or wholesale. 
WORLDSTREET offers Indian businesses both opportunities at the same 
area. 
e WORLDSTREET offers a unique opportunity for Indian businesses to own 
their stores in a prime business corridor in the US, and even receive a 
significant part of the acquisition costs via direct financing from the parent 
company, the Silver Companies. The monthly cost of ownership is targeted to 
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David Mignatti, President of WORLDSTREET 
Development Division, Silver Companies 


be comparable, if not less, than the price of leasing 
space. Most international businesses will have 
difficulty finding mortgage loans in the US without 
existing credit history. In this case, the financing is 
readily available. 

GN: What will attract the consumers to come to the 
area? Why do they want to shop at 
WORLDSTREET? 

DM: e WORLDSTREET is located within Celebrate 
Virginia, fast becoming one of the largest retail and 
tourism resorts in the US. Today, more than 81 
million cars pass through the area every year and 
more than 25 million car trips enter the project each 
year for shopping and dining. 

e Half of the US population lives within a days' drive 
of WORLDSTREET. Nearly 6 million people live 
within just an hour's drive of the project. 

eLocated on l-95, the major north/south highway that links the highly 
populated east coast cities, nearly 81 million people pass by the 
WORLDSTREET project each year. Currently 20 million visitors flock to the 
area annually to shop and enjoy the 60 restaurants of Celebrate Virginia. These 
visitors are looking for an unparalleled selection of quality products at 
competitive prices that only come from a “direct from the exporter or 
manufacturer" shopping experience, and products that they cannot find in one 
place anywhere else in the US. 

ein addition the metropolitan Washington, DC area has one of the most 
sophisticated consumer-spending demographics in the US and with the 
exceptionally high median income of around $90,000 a year. 
WORLDSTREET therefore offers your company and your products an 
unprecedented level of exposure to the mass American consumer and buying 
public. 

GN: When will the roadshows take place and what can Indian participants 
expect to hear from the promoters? Can they contact the representatives prior 
to the roadshows? 

DM: The roadshows will take place on June 27 in New Delhi, June 29 in 
Mumbai, and July 1 in Bangalore. WORLDSTREET representatives will be 
there to answer all questions about doing business in the US and the 
advantages of coming to WORLDSTREET. If you cannot attend or would like 
to speak to a representative prior to the roadshow, contact a representative 
through the website: www. India2worldstreet.com 

GN: When will the roadshows take place and what can Indian participants 
expect to hear from the promoters? Can they contact the representatives prior 
to the roadshows? 

DM: The roadshows will take place on June 27 in New Delhi, June 29 in 
Mumbai, and July 1 in Bangalore. WORLDSTREET representatives will be 
there to answer all questions about doing business in the US and the 
advantages of coming to WORLDSTREET. If you cannot attend or would like 
to speak to a representative prior to the roadshow, contact a representative 
through the website: www. India2worldstreet.com 
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BUILDING UP INDIA 


Rapid population growth, rising incomes, decreasing household sizes and a housing shortage, 
currently at 20 million units, will call for extensive residential construction. 


Average Household Size Falls Slowly But Steadily 


Population, m (rhs), persons per household (Ihs) 
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Only 50% Of All Households | | TT ก ว 
Million new 


Live In Good Dwellings 
Households by quality of dwelling 





Dilapidated 


Number of households: 192 million 
Source: Census of India, 2001 
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Houses Are Still Affordable Despite Rising Prices 
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The affordability index is calculated 


as the average mortgage payment for a 25-year down payment for an average sized flat in Mumbai 


over per-capita-National Domestic Product in Maharashtra 


Source: HDFC, RBI, DB Research 


IVd TNVNId Aq SOIHUVMO 


| 
JATXI 5 น เน บ น» [ม ห ง D3D AUVUWUJ แม เน | ul SU TUS 30 ๕ เน ม บ บ วง 4 เส ฟุ น่ LE Au o SUUSUdA oud JU Ju() [ง แม เด 503 4 ไ 4 RAJAA AVI JAUJ 
l 1 1 เร อ 1 - i ท ก ฑา พ ร ร ก ร “น อ แท ว ล x ล น อ ล ล ส ์ ร แอ ฐ์ ล น แน แท ล น ุ ว ท น ท ล ร เ แง ว ู แล ด ์ x ล า พ ย ุ ว แช ้ ่ อ] อ น ห ุ ว ว า | อ ร 4 ท ล น อ] ร ม ุ น ขน ุ ข “ธั น เช ุ น แน ุ ว ุ 
เล ง ๒ CS NO OWLON 2E Nl ธั น เ แ ท ร น 2 jo 45v] IYI ๑ 6 เอ 1 ห ว ท A] เ ร ๒ ล p]n02 $01]0A “น อ ง ง } od Paes Br per corren | reque ques, - 1 A Tun 
ล ผา ว บ น อ น น 1 0} JAIINPUOD ว ุ น วน แน อ 4 เภ น ล ล บ น ุ ว ว ย บ เน osp น ุ ว เบ ุ พ ‘sulajsds ง ุ น อ เว ป อ 4 อ 1 อ น ล อั น เร ท x ล 2] ส่ น น 0 ว น อ ว ท ุ เร ว ร บ ภ 5 แห ุ ว p ู ล ]003 sv3]oA 
SVLIOA น (อ 1 ง ษา น ว เ แ ว ]) ณ ้ า น เ า บ น บ ุ ์ o) ธิ น น ล อ น เส ล็ น อ า น บ 1 น อ น เณ 0] อ 6 อ ท บ ุ ธิ ท 0. บ ุ ว ว ุ น เ แ ล้ อ ว ทา ุ ด poniu: woy “5 บ ง ] ุ 0 ด 4 ด ุ “(1840 น อ 0 ล ]002 แล อ 0 ร อ น หุ ฤ ุ ทน ุ (ส ื อ) อ น ห ุ ว 2 ว 
ใน pa3upApv sow s, vipu[ - aung ' ข า ว ห ณ์ เข ล ี ย [ฟุ 4112420) เว Sut]1401s บ s 2421 “จ ว เน อ น ุ Anod pauoinpuoo 0(10 


| (Ji 
» -——*- ย ยะ” >- " 
, "0 ๓ 0 = 


SERBS i= 


§ | 


ม ท ญู ก 


1 
usas vum ute v 
! 


GS SO) [7 SS St ie We LB ๐ 


uem 
ha 


ex - 
Ss 5 


ศา ท ร ร NT 


๑ ๑ -- Gam a ๑ 


<= i - 
E - pem M 


Wi UR, AN 
พ “พ น น 


LRA LLAN S 


จ 


1 LE mw 


= - 
I 
A 
Ute 
z 
7 ค์ 
^y 
c 
th 
TAS a 
s 
c Fh 
CZ 
Tw 
e 
GP 
sme 
a 
as 


ASA แจ 


เจ ด ดา ง 
จ ง จ ง ง ดา ง จ ง จ จ ง อ จ อ ง จ 


RAN 


ELLE LLL RY พร OSS SU 


738 ก ร ห จา ย ศศ ศศ ศศ 


1 ท 
Sy OS A EE พ รณ พ ร ะ ER 


5 VN นา ` 
M UNA UNAS จ พ ก จ ^ MN S^ AUN ฉะ 
แซ น น นั น อ VR AS M ` x 


av 
PON 
awe 
ANM 


PLE 


p 
1 
ศศ ซิ ติ ต์ 
ล ITI 
n 
EJ 


| | 
<a 


3521 ay) 01 1nd som swuiajsKs ว ู น อ 1 ว ป [ล K842u2 usn 
บ ว ]0 fo asizaadxa ] บ ว 18010 น บ นุ ว อ 1 


อ ม WA “ว ] ฉ ้ น เบ ว 2 4 อ น ุ ง 0 น น 


ws 


qny LI pa ว uvapv sow 5, ทา ก น [ — 


ธร น ส ่ เอ 1 น ว า ห แห ง 





ANNOUNCED: By 
Star TV, the return 
of the Amitabh Bach- 
chan-hosted Kaun 
Banega Crorepati 
(KBC). The progra- 
mme, which came 
to an abrupt halt in 
January 2006 foll- 
owing the actor's iliness, will be back on 
air in its third avatar next year. 





TORPEDOED: By Arcelor, Mittal 
Steel's €25.8-billion (Rs 1,41,900- 
crore) unsolicited offer to take it over. 
The Arcelor board of directors has 
agreed to merge with Russia's largest 
steel company Severstal in a deal that 
values the former at €44 (Rs 2,420) 
per share, €6 (Rs 330) more than 
Mittal's offer. The deal has to be rati- 
fied by Arcelor shareholders. 


PROPOSED: By the Indian govern- 
ment, a law to prevent discrimina- 
tion against HIV-positive persons in ail 
spheres of life, including private sec- 
tor jobs. The HIV/AIDS Bill 2006 will 
be introduced in the Monsoon ses- 
sion of Parliament. 


ANNOUNCED: By Jet Airways, new 
kiosk check-in facility for its e-ticket 
holders, from next month. The aim is 
to reduce the time spent by such 


BIO-DIESEL: 


FESS a, 


passengers on checking in at airports. 


LOGGED OUT: Infosys Techno- 
logies, from Business 2.0'5 2006 
list of world’s 100 fastest-growing 
tech companies. Topping the list this 
year is therapeutic drug manufac- 
turer Celgene Corporation of the US. 


INDICTED: 
Former Enron Corp 
chief executives 
Kenneth Lay and 
Jeffrey Skilling on 
charges of fraud by 
a US grand jury. 
Lay faces up to 45 
years in prison. 
Skilling up to 185 years. 





ANNOUNCED: By Dell, plans to 
set up a notebook and desktop man- 
ufacturing plant in India by the end 
of this year. Its location will be 
decided later. 


LAUNCHED: By TV Today Net- 
work, its fourth 24-hour news chan- 
nel, this one specifically for 
Delhi/NCR. Aptly named "Dilli Aaj 
Tak", this offering from the network 
will cover all aspects of life in Delhi 
and the National Capital Region. 
The positioning of the channel is 
"Aap Ka Shahar, Aap Tak". 


How the big boys in this emerging sector stack up. 


Area Under 
Cultivation 


Company 
Daimler Chrysler India 
British Petroleum 


Reliance Industries 


Godrej Agro 


D1 Oil India 
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New launches: Fares may go south 


ERE'S SOME MORE GOOD NEWS FOR 
Här travelers. Three more low 
cost carriers—IndiGo Airlines, Jagson 
Airlines and Indus Air—plan to 
launch operations in June and July. 
Two more—AirOne and EasyAir— 
are waiting in the wings. Result: 
expect another round of fare cuts. 

"We are planning to tap the 
nouveau air traveler through our 
economy class service; we will also 
simultaneously create another mar- 
ket segment, the (full service) ex- 
ecutive economy class, for the cor- 
porate sector," says Uttam Kumar 
Bose, CEO, Jagson Airlines. The 
company is starting operations with 
one Airbus 320, and will add one 
aircraft per month to its fleet from 
September for the next several 
months. Indigo Airlines and Indus 
Air also plan to follow this model. 

"Various Indian companies have 
ordered 430 aircraft. We'll probably 
see 400 planes being added to the 
current capacity over the next 5-6 
years," says Kapil Kaul, CEO (Indian 
Subcontinent), Centre for Asia 
Pacific Aviation (CAPA), a leading 
aviation consultancy firm. This 
means the downward trend in 
air fares will only accelerate. 
Already, the entry of the three new 
players is expected to see prices 
falling by between 10 per cent and 
15 per cent. 

KAPIL BAJAJ 


Asia's growth has gathered strong momentum in recent 
quarters. The region benefited from a surge in external demand 
for electronic products, which has stimulated investment 
employment and consumption in most economies. While high 
oil prices remain a threat, the risks going forward are now 
more balanced, notably because world growth has become 


more Dalanced and less dependent on the United States 


While growth is likely to moderate in China and India, this 
merely Signals a return to more sustainable—but still very 
robust-—levels. Looking ahead, FDI flows into the region are 
expected to remain buoyant in 2006. Overall net FDI flows 
increased in 2005 to $66 billion from $55 billion in 2004. In 
China, large inward FDI flows should continue. although they 
will be partially offset by growing outward FDI 





“The only way we can compete with global 
players is by hiring best-in-class people 
trom India and the rest of the world” 


Chairman, Wipro, on quotas, to USA Todas 


"People apparently don't change the 
amount of mileage they drive, they change 
the vehicles they drive" 


on't curtail driving habits 


^No tiger is safe in India. They are walking 
around like giant cash registers at the moment" 


of the Wildlife Protect um Soctet M เท น เก I he Ind [* ndent 


"As a general rule, I would sav: don't listen 
to fund managers, because they have to 
be bullish" 
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“The infrastructure gap is costing India 1.5-2 per 
cent in gross domestic product growth annually” 
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“Future is not about pedigree, it is not about 
financial strength, future is not about heritage. 
Future is about innovation and how nimble you 
are. The future is all about how open-minded 
you are to learn from other people” 

Chairman and Chief Mentor, Infosys, in 
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“We have alw ays loved the Beatles, and 
hopefully we can now work together to 
get them on the iTunes Music Store" 


CEO of Apple Compute After Umm เด น เน อ agamst 


“We used to be three times more profitable 
than our competitors. Now we are 2.5 times 
more profitable. We underestimated how 
fast some of them were moving" 

Chairman. Dell t 
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“We are developers, not contractors" 


airman of the GME Croup, m The Hindustan Times 


The world economy is buoyant but | The European Union has 
. the risks to growth have increased because signaled its readiness to offer bigger cuts in 
of volatile oil and commodity prices, deepening farm tariffs—up to 39 per cent—in the 
น ล | trade imbalances and high house prices, tortuous Doha round of trade talks. The caveat: 
the Organisation for Economic Cooperation EU Trade Commissioner Peter Mandelson 
- and Development said. In its twice yearly insists the EU gesture depends on concessions 
World Economic Outlook, the Paris-based by key participants, including a much lower 







[xw organisation raised its growth forecast forthe ^ ceiling for industrial goods tariffs than the 30 
CSS 30 richest countries to 3.1 per cent this year per cent that Brazil and India are currently 
ธุ ap, ES from 2.9 per cent last year. It expected above- ^ proposing. The EU offer falls short of US 
i trend growth in Japan and the US. demands, for a 66 per cent cut in tariffs. 


^v. 
“Ag 
A perks war is hotting Asian businesses have 
up in Silicon Valley. Microsoft, which is facing bm as key players in the US economy, 
TEN rough weather from Google as well as newer g up annual combined revenues of — 
wees Start-ups, has taken a series of measures $326 (Rs 14 67 000 crore), the US 


to boost employee morale. It is now supplying Census Bureau said. According to the 
free towels in company showers, better food bureau's latest survey of business owners, 
- in staff canteens and on-site laundry service. the number of Asian businesses jumped 
= What Google offers is equally tempting: 24 per cent between 1997 and 2002. 
massages and automobile oil changes. These "approximately twice the national average 
perks are excepted to be offered to their for all businesses". Nearly half of all Asian 
ERN 9 employees all over the world. firms were Chinese- and Indian-owned. 7 


THE ASIAN GROWTH STORY 


The latest IMF report paints à picture of sustainable growth i for the region 
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THE ROAD COMES FREE. PREMIERRUNIN 
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THE FINE FURNISHING STORE 
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All Bubbles Don’t Burst 


U MIGHT BE LIVING IN A BUBBLE 
when the gurus on TV try to 
convince you that “things are dif- 
ferent this time". You might be liv- 
ing in a bubble when the guy selling 
forms for initial public offerings 
(IPOs) outside the exchanges is tout- 
ing the latest “growth story". You 
might be living in a bubble when 
price-earning multiples begin 
reading like a list of Sunil Gava- 
skar's centuries (220, 221, 205, 
236, etc). You might be living in a 
bubble when the only way to jus- 
tify an anticipated (or prayed for) 
appreciation in prices is the pre- 
vious increase. You might be liv- 
ing in a bubble when prices of 
assets were never higher in your 
lifetime (or in theirs). 

Are we living in such bubbles? 
Turn down the television vol- 
ume, take a good look around 
and, sure enough, it isn't too dif- 
ficult to spot assets whose prices have been racked up 
to seemingly absurd levels by excessive speculation. 
Real estate prices have appreciated 100 per cent 
in less than a year; base metals have had an even 
headier run (zinc is up almost four times and copper 
has trebled in 18 months); the Indian stock market's 
benchmark index, the Sensex, gained 2,000 points in 
48 trading days—it had taken 127 days for the 30- 
share index to move from 7,000 to 9,000. 








Crossed-connected: Clarity needed from government 
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How Policy Shouldn't Be Made 


The more crucial question, 
though, is: will these bubbles burst? 
As interest rates crawl up glob- 
ally—and look good to climb a few 
more notches—and liquidity gets 
squeezed, money fuelling many of 
these speculative binges won't be as 
easy any more. That squeeze, cou- 
pled with a shift in fundamentals in 
key markets, is a perfect recipe for 
a blowout. And of course, if bubbles 
across asset classes start bursting 
one after the other, you can kiss 
the good times goodbye. 

You won't have to, though. 
Sure, there have been speculative 
excesses in some assets. Real es- 
tate, for instance. But then demand 
from actual users outstripping sup- 
ply may just about put the punters 
in the shade. As for equities, the 
> man on TV is right: “Things are 

different this time." A huge con- 

suming class has emerged in India, 
and as it burgeons further, those 300 million and 
counting will fuel economic growth. But don't expect 
that story to play out immediately on the Indian mar- 
kets. One lesson learned the painful way last fortnight 
is, if markets run way ahead of fundamentals, they'll be 
brought down to earth sooner than later (particularly 
when global money conditions become difficult). The 
long term doesn't mean one or two or three years. 
Three decades is more like it. 


NHYVS NAWVH 


Ta WORRYING THING ABOUT POLICY, ESPECIALLY THAT 
of the economic kind in India, is the touch of 
impermanence to it. Consider telecommunications. 
Today, India has a teledensity of anything between 12 
and 15 per cent, depending on varying estimates of the 
country’s population. The corresponding proportion 
was 7 per cent in 2003 and 2 per cent in 1998. On the 
basis of numbers alone, India’s telecommunication 
policy should be deemed a success. If that isn't the case, 
it is because the growth of the industry (and the con- 
sequent sudden rise in teledensity) can be attributed to 
two significant changes in policy. The first, circa 1999, 
allowed companies that had bid huge licence fees to 
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move to a benign revenue-sharing regime, and the 
second, circa 2004, allowed companies that had orig- 
inally secured licences to provide fixed telephony serv- 
ices offer more lucrative mobile telephony ones by 
migrating to a unified licence. In both cases, the 
changes were necessitated by practical considerations: 
the first involved the economic health of all companies 
in the sector and their consequent ability to provide 
consumers with any sort of service at all, and the sec- 
ond involved protecting the interests of several million 
consumers who were already availing mobile teleph- 
ony services being provided by fixed telephony com- 
panies. The original policy had envisaged that com- 
panies would, in return for their bids, get spectrum, 
essentially air-wave frequencies that they could offer 
their services in; the two changes made certain ass- 
umptions regarding current and future allocations of 
spectrum (these were never really articulated). The first 
assumption was that since licence fees had been rep- 
laced by revenue sharing, it was contingent on the gov- 
ernment to make more spectrum available should a car- 
rier need it (after all, more subscribers meant more 
money for it through revenue sharing). The second was 
that since one of the arguments proffered by the fixed 





telephony companies in their bid to offer mobile tel- 
ephony services was the spectral efficiency of the 
technology they used (CDMA), they would get less 
spectrum as compared to those companies that had 
originally won licences to offer mobile telephony 
services. Even had the government articulated this 
to the fixed telephony companies in 2004, it is unlikely 
they would have minded: their single-minded intent 
then was market-entry, and in the case of one large 
telco, legitimising its mobile telephony services (and 
since most things in India are negotiable, they might 
have reasoned, they would deal with the spectrum issue 
when they came to it). The government's recent spec- 
trum policy, now referred to a group of ministers, has 
run afoul of all these changes. For instance, in its pres- 
ent form, it recommends allocation on the basis of 
technology and subscriber base, which is in conso- 
nance with the changes of 1999 and 2004, but patently 
anti-competitive. Opting for a bidding system is an 
alternative, only that would render the revenue-sharing 
regime irrelevant. With the move to 3G (third genera- 
tion telecom services), even 4G imminent, the govern- 
ment would be advised to, at least this time around, 
come up with a far more permanent solution. 





NE CAN'T BUT HELP BUT FEEL SORRY 

for Rahul Dravid. His young and 
inexperienced bunch of boys was exp- 
ected to thrash the West Indies 5-0 in 
the One Day International series. 
Instead, they were drubbed 1-4. Captain 
Dravid and coach Greg Chappell were 
hailed as gods when the team was win- 
ning. But it's easy to lead when the 
tide's good. How they tackle the sudden 
slump in form will show how good 
their leadership skills really are. 

But they aren't the only heroes 
being tested out. The feel good factor 
seems to have turned for several super 
achievers. The controversy over reserv- 
ations in educational institutions has caught the 
Sonia Gandhi-Manmohan Singh team, which has 
proved so successful over the last two years, unawares. 
Result: for the first time since assuming power, the 
government is looking effete and leaden footed. The 
debate over taking economic reforms forward is 
almost an action replay of the row over quotas. The 
government, bullied by powerful vested interests, 
has abandoned any pretence of leadership and is 
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Castled: Hard times 


A Leader For Tough Times 


simply letting events overwhelm it. 

The stock markets, too, are facing 
tough times. Money managers and ana- 
lysts who earned crores in salaries and 
commissions when the going was good, 
don’t seem to have the right answers 
any more. Result: the boys are being 
separated from the men. Look around: 
the Army leadership is grappling with 
crises caused by “ketchup colonels” 
who fake encounters and libidinous 
jawans who rape women they’re paid to 
protect; the judiciary, so punctilious 
about enforcing transparency in other 
wings of governance, wants its own 
actions out of the purview of the Right 
to Information Act; and the foreign policy establish- 
ment seems clueless about the future of the coun- 
try’s nuclear deal with the us. 

But take heart; things aren’t as gloomy as the above 
examples suggest. The churning that we’re witnessing 
is akin to the process of purifying iron in a blast furnace. 
When the melting and alloying is over, what emerges 
is steel. Leadership has to go through the same process. 
And that's precisely what's happening now. 8 
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From The Editor 


ago would still be fresh in the minds of most 

readers of Business Today. It was a heady period, 
which began around 1997, and which was heralded by 
thousands of wise men (most of them blind followers of 
the latest fad) around the world as the birth of the “new 
economy”. That economy never took off, and the radical 
business models flaunted never paid back. Market share 
after all made little sense without profits. Consequently, 
most dotcom stocks, which had irrationally been driven 
to outrageous highs, came crashing down. 

Six years after the tech wreck, economists round the 
world, as well as panic-stricken investors in India, are beg- 
inning to see similar bubbles that are close to bursting 
point on the horizon. This is because interest rates have 
been jacked up yet again, signaling the end of the era of 
easy money. Last fortnight, three global central banks (in 
Europe, Japan and the us) took a call that monetary 
policy had to be tightened. Emerging markets, depend- 
ent as they are on liquidity from foreign institutional 
investors and hedge funds, took a 
hit, with the Indian markets bearing 
a bulk of the brunt: The benchmark 
Sensex was down 23 per cent from 
its peak at one time. 

But, as we point out in our cover 
story, decreasing liquidity is in no 
way going to spell the end of the 
great India story. Fundamentals are 
still intact, and a consumption-driven 
boom has only just begun. What last fortnight’s crash did 
teach us is the dangers of short-term excess. India is a 
long-term story, so please let the bull run also play out 
over the years, even decades. However, the heady rise in 
asset classes like commodities and real estate does point 
to pockets of excessive speculation. Commodities like met- 
als for instance have never been at the peaks that they are 
today in the past 35 years. And there’s no drastic imp- 
rovement in economic growth to justify those high 
prices, In fact, as we point out in our cover package, the 
bubble in commodities may be closest to bursting. That's 
because China, which consumes almost 35 per cent of 
the world’s steel, for instance, threatens to reduce 
consumption of commodities in the days ahead. Now that 
could clearly wreck the commodities party. Will 
something similar happen in domestic real estate? Yes, 
there is a case for speculative overvaluations in certain 
areas in the metros, but by and large prices are being 
driven up simply because there’s not enough supply of 
residential and commercial property in the big cities. 
The overall conclusion we've reached is: Yes, there are 
bubbles, but equities and real estate aren't going to blow 
out in a tearing hurry. 
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20K A Long Way Off 

YOUR COVER STORY, SURVIVING A 
Volatile Sensex (Br, June 4, 2006), 
contained in-depth information, 
besides suggesting strategies to tackle 
volatility. A matter of concern is 
the UPA gov ernment's proclivity to 
splurge under pressure from its all- 
ies. An example is the proposal to 
spend crores on creating more seats 
in government-funded educational 
institutions, though we already have 
the Sarvasiksha Abhiyan and the 
National Rural Employment Guar- 
antee scheme. Add to that the inc- 
reasing cost of crude. It looks like 


Stand Up For Reforms 

YOUR COVER STORY ON SENSEX TALKS 
about the need for more reforms. 
Unfortunately, most of our politi- 
cians squirm when asked about their 
stand on privatisation. As a result, 
even reforming a sick PSU is a long- 
drawn and, often, an unending 
process. Thus, we have the strange 
spectacle of a booming aviation sec- 
tor without proper airports, growing 
exports with primitive port condi- 
tions, and a robust services industry 
without proper infrastructure such as 
roads and power supply. 


|. CHACKO, through e-mail 


reforms are nowhere in sight. The 
net result will be more cesses eating 
into the savings of the tax-paying 
class. The Sensex could touch 20K, 
but that might not be before 2015. 


V. UMA, through e-mail 


No Need To Panic 

YOUR COVER STORY ON VOLATILITY 
was timely given the ‘reversal of 
fortunes’ on D-Street. Though a 
correction was expected, the moot 
question it raises is whether this 
will prove to be a boon or a bane 
for investors and Fils? At the same 
time, I think there is no need to 
panic as the economy looks healthy. 


VITHUR, through e-mail 


Get Cracking On AIDS 

YOUR STORY THE REAL COST OF AIDS 
(Br, June 4, 2006) is an eye-opener. 
Now is the time to act decisively to 
contain this scourge. The headway 
made by Tamil Nadu, even if small, 


because of its sustained and tar- 
geted intervention, should give hope 
and direction to others. In our coun- 
try, AIDS in many cases is usually 
detected when the patient goes to 
hospital for some other treatment. 
So, it is essential that our hospitals 
are properly equipped and doctors 
and para-medical staff have the req- 
uisite training to handle such cases. 


4, JACOB SAHAYAM, through e-mail 


Government Should Discipline Itself 
WITH REFERENCE TO YOUR EDIT NEW 
Formula Wanted (BT, June 4, 
2006), the Union Government 
also needs to discipline itself and 
take some drastic measures since it 
is one of the biggest consumers of 
petrol and diesel. As a first step, it 
should dispense with its gas-guz- 
zling fleet of vehicles and purchase 
fuel-efficient small cars. 

MADHU AGRAWAL, through e-mail 
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Reforms And instan IP 
Petrol Price Hikes ISING INTER 


If there is a relation between the two—there surely 
: has to be—then this government isn't as reformist 
as it'd like to be. BALAJI CHANDRAMOULI 





UCCESSIVE GOVERNMENTS, ALL CONSCIOUS OF THEIR POLITICAL HEALTH, 
have preferred to leave oil out of their reforms diet. Thus, the gov- 
ernment of the day has retained a vice-like stranglehold over the pric- 
ing of mass consumption petroleum products such as petrol and diesel 
rather than allowing market forces to determine their prices. Within 
this progressively regressive approach, the present Congress-led govern- 
ment seems to be more resistant to price hikes than the previous BjP-led one. 
While the previous National Democratic Alliance government effected 24 
price hikes in its last two years in office, the current United Progressive 
Alliance government has only managed five in the last two years (the sixth 
should have happened by the time this magazine hits the news-stands). This 
litmus test offers the best indicator of reforms in the petroleum sector, 
where the singular major issue of price controls has locked out market forces 
to a good extent, leading to runaway demand in products like LPG, which 
is underpriced to the extent of over 50 per cent. The UPA’s intent to reform 
(in this case, increase prices of petro-products), most pundits believe is lim- 
^ ited by the communist parties, its key allies. If the fiscal impact of this price- 
management has been limited, it is because the uPA has been willing to give 
away more than the NDA in terms of taxes on petroleum products (by 
reducing them). This accounts for almost 50 per cent of the govern- 
ment's indirect tax revenue and only a booming economy has helped the 
UPA balance its books. 

Two years into the UPA's rule, this could well be the best metric to assess ง No. <a 
the government's economic orientation and ability to © | 
push through key reforms. 
The petroleum minister 

during the NDA’s rule, 
Ram Naik, a former 
accountant, believed 
in raising prices of petroleum products soon after 
there was an international spurt in crude prices, as 
long as there wasn't Assembly election in sight. If there 
was, he'd wait to get it out of the way. The abhorrence 






bt trends 


It's not only Left-driven ideologies that promote 
price controls in the petroleum sector 





with which the communist parties view a hike in the prices of pe- 
troleum products is understandable: they see themselves as the 
champions of the little people, and, fortunately for them, they 
now have the legislative clout to make themselves heard. There’s no 
debating the fact that allowing market pricing could see the prices 
of petrol and diesel (and other petroleum products) to rise sharply, 
perhaps even enough to derail the great Indian economic story. 
Restructuring the taxes on petroleum products—this will have to be 
part of a larger exercise in tax reforms—should prevent that from 
happening. Unfortunately, tax reform is maybe just marginally 
tougher than oil reform. 

Ironically, while the public sector oil companies are bleeding, 
Reliance Petroleum, a private-sector refiner and retailer, has quietly 
built a 8 per cent market share. The company is bleeding too, but it 
would have been far more difficult for it to build this share had the 
competition been profitable and, consequently, aggressive in terms 
of marketing initiatives. Reliance Petroleum's current cost of mar- 
ket penetration is likely far lower than what it would have been had 
the public sector retailers had their house in order or if the gov- 
ernment had allowed a market-based pricing of petroleum products. 

History reveals that it is not only Left-driven ideologies that pro- 
mote price controls in the petroleum sector. Way back in the 
1930s, in United States, the Mecca of capitalism, Standard Oil of 
California, the forerunner of present day oil major Chevron, was keen 
that Washington issue dictates to the states to control oil production, 
since crude oil prices were crashing. Then president Franklin D. 
Roosevelt, the man behind the New Deal that revived the country's 
economy, assigned this task to trusted lieutenant and Secretary of the 
Interior, Harold Ickes. Thus was born the Oil Code, that set pro- 
duction quotas for states. These controls had their side effects: 
bootlegging of oil became a fledging industry, and came to be 
known as the ‘hot oil’ industry. 

Evidently, at some level, oil has remained ideology neutral. 
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Q&A 


“India Provides An 
ideal Test Bed ” 


DECADE AFTER ENTERING THE 

Indian market, the $12 billion 

(Rs 54,000 crore) Schneider 
Electric, is looking to enter the next 
stage of growth here. Jean-Pascal 
Tricoire, 43, Chairman and CEO of 
the company, tells Rahul Sachitanand 
of BT that Schneider will make India a 
test bed for global initiatives and an 
export hub. 


Why have you chosen India as a location 
for your broadband-over-power lines 
initiative? 

We have innovated a new way of 
delivering high speed Net connectivity 
using power lines and we feel that 
India provides us the ideal test bed to 
try out this new service. We will launch 
this service at select locations in 
Bangalore by the end of June and then 
consider a wider roll-out. 


Schneider is scaling up its manufacturing 
in India. What are your plans on this front? 
Our plants in Nashik, Baroda and 
Chennai cater to the domestic mar- 
ket. Now, we're planning a unit in 
Hyderabad to focus mainly on exports 
and it could eventually become one 
of our global hubs for manufacturing. 


Will you consider listing your Indian arm on 
local stock exchange(s)? 

We haven't taken a look at that option 
yet. Some of our competitors (Swedish 
power major ABB, for example) have 
listed their local entities very success- 
fully and this is certainly something 
we will consider in the future. 
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No hidden profits. A major part of the broking at Religare Portfolio outperformed broader indices and other investment opt p 
Management Services is through external broking houses. This ensures that that whichever portfolio you pick, you will benefit with Re 


RELIGARE 


Values that bind 





PMS Keon. Number: INP000000738 ^ Ronbary promoter group compe 





A range of PMS options to suit your needs: Panther * Tortoise * Elephant * Caterpillar * Leo 


Registered Office: 19, Nehru Place, New Delhi -110 019, E mail: pms@religare.in website: www.religare.in 
Call us at 0-99104 44442 or toll free : 1800 11 4488 or SMS 'RELIGARE PMS' to 4646 
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Fils Don't Like Football, Sometimes 


That India can’t qualify for the FIFA World Cup—and won't in your lifetime—may 
actually be good news for foreign funds inflows. 


GOALS 


Country 


Brazil 
Mexico 


Poland 
South Korea 


India 





NDIA'S DISMAL STANDING (RANK: 
$ 117) and inability to qualify for 

the FIFA World Cup 2006—and, 
almost certainly, many more World 
Cups to come—may actually not 
be a bad thing and may actually 
work in favour of foreign inflows 
into domestic equities. 

If that sounds like a bad joke, 
consider this: global corporate 
finance giant UBS (with its tongue 
not entirely in its cheek) has put 
out a research report that attempts 
to predict the winner of the 2006 
World Cup. uss thinks it will be 
Italy but more relevant to us is its 
finding that emerging markets (with 
a football culture) tend to react 
strongly to major football tourna- 


Argentina . 9.1 (Q4) 
Czech Republic 6.9 (Q4) 


Saudi Arabia 


AND GDP 


GDP Forex Reserves** 
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ments. UBS also says there is some 
sort of a correlation between losses 
at the World Cup and adverse per- 
formance of markets. 

What's in all this for India? 
Plenty! At least 12 of the 32 teams 
that have qualified for the World 
Cup are classified as emerging mar- 
kets. These include exciting mar- 
kets like South Korea and Mexico, 
and exotic ones like Argentina. 
Now the fact that 31 of the 32 
teams have to lose at some stage 
means that 31 markets are going 
to be subdued following a loss at 
some stage. Now picture this sce- 
nario: Argentina goes on to win 
the finals, Brazil gets dumped in 
the quarters, Mexico flatters to 


STD RATES ARE HEADING SOUTH AGAIN 











How the World Cup-qualified teams from emerging markets compare with India. 
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deceive (as usual), and Korea does- 
n't do justice to its dark horse tag. 
Investors start deserting these mar- 
kets (either because of their inabil- 
ity to deliver or, as in Argentina's 
case, because they provide a good 
exit opportunity). What are the 
options for investors looking to 
reallocate assets? 

Countries like India, of course, 
are resplendent above the vagaries 
of World Cup performance. So if 
your heart is on Brazil and your 
money on Dalal Street, here's a sug- 
gestion: place a wager on the men 
in yellow jerseys lifting the Cup, 
and hedge that with a fresh position 
in your favourite Indian stock (s). 

BRIAN CARVALHO 








Company Rate per minute Rental Company Rate per minute Rental 
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Powering the nation 


POWER 
Infrastructure 
Construction 
IT Parks 


Housing 


Shopping Malls 


Over two decades of experience 
with an asset base of around 
Rs 2200 crore in Power, 
Infrastructure, Realty and 
Construction 


E (f$ Projects under execution with a 
combined capacity of 2375 MW 
across India at a capital outlay of 


around Rs 10,000 crore 





ว operational projects 


generating 509 MW of power 
an investment of around 


i 
Rs 1600 crore 


Strong presence across Gas, 
Coal, W ng, Hydro and Bio 
mass based power projects, and 


power tra dina 











INSPIRING GROWTH 





Mukesh Ambani: Will RIL keep its date with the deadline? 


Tripping On Gas 
RIL's gas venture is behind schedule. 


HEN MUKESH AMBANI ADDRESSED SHAREHOLDERS 

at the Annual General Meeting of Reliance 

Industries Ltd (RiL) in August last year, it was 
historic for the fact that younger brother Anil was 
not on the podium as a Vice Chairman. The other big 
thing was the unveiling of his grand vision for the 
Krishna Godavari (KG) basin in Andhra Pradesh where 
RIL had struck gas in 2002. *In the first phase, we 
will produce 40 million cubic metres per day of gas pro- 
duction," Ambani told his shareholders. Today, that 
goal still looks some distance away; costs have almost 
trebled from an estimated $2.5 billion (Rs 11,250 
crore at the then exchange rate) to $7 billion (Rs 
31,500 crore) now; and the gas, which should have 
been flowing by the end of 2005, will reach the market 
a full three years later in December 2008. 

The delay in obtaining necessary clearances from the 
Andhra Pradesh government is reportedly the main rea- 
son for the time overrun. And the rising costs of oil rigs 
in the international markets have contributed in no 
small measure to the higher cost. But these are issues 
Reliance has never had to face before. The question, 
then, is: has it overreached itself in this sector? An RIL 
spokesperson declined to comment. Raj Gandhi, who 
tracks the oil sector at Mumbai's Angel Broking, says a 
five to six year time frame starting from 2002 is rea- 
sonable. *It was also the first time that RIL was getting 
into exploration," he says. The obvious implication: the 
company lacks in-house talent in this field. *The 
expected cash flows, and their impact on profitability, 
will, at worst, be delayed by a year," he adds. These 
delays coincided with the timeline of the battle between 
the Ambani siblings; so it is tempting to conclude that 
the internal strife did indeed take a toll on Reliance's 
formidable project management capabilities. 

With that chapter now firmly behind, Mukesh 
Ambani will need to draw on all his entrepreneurial 
resources to ensure that Reliance keeps its date with the 
2008 deadline. 

KRISHNA GOPALAN 
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Goal 


Football-related ads are on the rise. 


OCCER SEEMS TO BE FINALLY GETTING ITS DUE IN 

the Indian advertising firmament. There’s a 

loud buzz around FIFA World Cup this time 
around and companies have already spent Rs 4-5 
crore on various on-ground and on-air marketing 
initiatives for the event which kicks off on June 9 in 
Germany. Says R.C. Venkateish, Managing Director, 
ESPN: *We have already got eight leading spon- 
sors—Coca-Cola, Bharti, Adidas, Motorola, Mirc 
Electronics, IndianOil, HDFC Securities and Maruti 
Suzuki—for the event." ESPN STAR Sports has the 
India rights for the event. 

Advertisers confirm his claim. According to 
media buyers, ESPN STAR Sports is charging Rs 
80,000-1,00,000 for a 10-sec- 
ond spot, almost 70-80 per 
cent more than World Cup 
2002, and nobody is com- 
plaining. Says Anita Nayyar, 
Managing Director, Starcom 
(North India and Pakistan), a 
media buying agency: "Soccer is 
gradually emerging as a popu- 
lar sport among niche male au- 
diences; this group is the most 
difficult one to catch on Tv." 
Indeed, TRPs for soccer in recent 
years have seen a consistent rise 
and ranged between one and 
three for English Premier 
League and Spanish Primera 
Liga matches. “The FIFA World Cup in 2002 reached 
a cumulative audience of 30.3 million in India and 
the finals got a rating of 9.1, which is comparable to 
One-day cricket,” says Venkateish. “We expect it to 
be even better this time,” adds Nayyar. 

“There has been a latent demand in India for 
good sport events other than cricket. We, as the 
official sponsors of the FIFA World Cup, are pro- 
viding an alternative to sports enthusiasts in 
India,” says Andreas Gellner, Managing Director, 
Adidas. Coca-Cola and Adidas are adding to the 
buzz by running football-related contests; the 
prize: a ticket to Germany to watch the World 
Cup and play in a parallel soccer event. Football 
is still nowhere near the league of cricket in India, 
but media buyers say companies will spend about 
Rs 50-80 crore on World Cup-related marketing 
initiatives over the next month. 

ARCHNA SHUKLA 





HP recommends Microsoft® Windows" XP Professional 


Pentium D 
inside" 


Dual-core. 
Do more. 


Looks good, works good and makes you look good too! The HP dc7600 Desktop PC 
powered by Intel * Pentium" D Processor. Makes 64-bit computing a breeze Add to that, its ultra 
lim CPU and TFT monitor give it an impressive combination of beauty and brawn. Get one today 


And get ready to show off 


And it's all backed by our unrivaled HP Total Care services, for every stage of your computer s lif 
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MARKETING HEADQUARTERS : DAIKIN AIRCONDITIONING INDIA (P) LTD.: 12th Floor, Surya Kiran Building, 19, K.G. Marg, New Delhi-110 001. Tel.: 91-11-23350901-4, Fax: 91-11-41510485, 41510487 


SALES & SERVICE OFFICES : Ahmedabad - Tel: 9824149241, 26421851-53, Fac 26444893 » Bangalore - Tel: 9980088891, 25590452-54, Fax: 5590450 » Chandigarh - Tel.: 9876625566, 5089862-6: 
Fax: 55326642 * Jaipur - Tel: 9829859596, 2225569, 2223439, Fax: 2225569 » Kolkata - Tel: 9831488808, 9339729154, 9831059517, 32518517 * Lucknow - Tel: 9838182244, 2787307, 2787 


Visit us at: www.daikinindia.com 





Presenting the Variable 
Refrigerant Volume (VRV) 
System only in a Daikin 


A revolutionary technology that 
senses individual area heat load, 
ambient conditions and usage 
requirements to help the system 
adjust itself to match your needs. 
Technology that not only makes 
Daikin air conditioning solutions 
great electricity and space savers 


Complete Silence | 


but also tremendously flexible 
in design and usage. Experience 
the wonder of the VRV System 
from the people who invented it 
and who continue being the world 
leaders in this technology. 
Experience 'calm' from Daikin. 


THE INTELLIGENT AIR CONDITIONING SYSTEM 





5089861 « Chennai - Tel: 9940011122, 24314210-15, Fax 24338622 * Delhi - Tel; 9899070602. 9899070041, 41613867-68, Fax 26385246 + Hyderabad - Tel: 9848912200, 55326641-43-44, 
: 2787342 * Mumbai - Tel.: 9819147888, 9867844433, 24388112-13, 24367045-504-231, Fax: 24368017 * Pune - Tel.: 9881599099, 26113679-89-96-97, Fax : 26113691. 
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TOP OF MIND 


What is it: It is the first strain of Bt cotton 
indigenously produced in the Indian private sec- 
tor and is expected to hit the market in 2008 


So why are we talking about it now: 
Because the Bangalore-based Metahelix 
Life Sciences, which developed the strain, 
is now ready with the seed and is awaiting 
permission to conduct field trials during 
Kharif 2006. 


J NVd3dd 


What's so great about the seed: Like 
imported Bt cotton seeds, it is resistant to 
pests like bollworms, caterpillars and cut- 
worms. K.K. Narayanan, Managing Dire- 
ctor, Metahelix, says: "The new gene has a wider spectrum of activity against 
cotton pests compared to the gene in imported Bt-cotton hybrids." 





HVAV 


Narayanan: The man behind it all 


Why should farmers try out this untested seed: Because "it could be 30-40 
per cent cheaper than the competition," says Narayanan 


On the flip side: "The business models are still evolving and the regulatory 
mechanism needs to be streamlined," says Utkarsh Palnitkar, Head (Business 
Advisory Services), Ernst & Young, India 

E. KUMAR SHARMA 
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ay: For book lovers 


A Swank New 
Book Bazaar 


SMALL STRETCH OF KOLKATA'S 
Ac Street is fondly called 

Boi Para in recognition of 
its reputation as the world’s largest 
second-hand book market. There 
are hundreds of book shops—some 
of them venerable 100-plus-year- 
old institutions, others small holes 
in the walls, and yet others bam- 
boo-and-burlap lean-tos taking up 
precious footpath space. It's not 
unusual to find some of the coun- 
try's leading intellectuals wading 
through a sea of humanity search- 
ing for some obscure volume 
which no one but themselves and, 
hopefully, some old shopkeeper 
has heard of. 

This old-world market will soon 
make way for a three-storey, 
850,000 square feet book mall, 
christened Barna Parichay, which 
its promoters claim will be the 
largest in the world. “The mall 
will have a large convention centre, 
smaller conference rooms, a lend- 
ing library, several reading rooms, 
a separate floor for rare books, a 
second-hand book mart, a book 
auction centre, a book box (where 
aspiring authors can submit their 
manuscripts), a little-mag store, a 
young artists’ exhibition hall and a 
book hospital (where very old and 
rare books and manuscripts will 
be restored and digitised)," says 
samar Nag, Managing Director, 
Bengal Shelter, which is developing 
the Rs 250-crore mall jointly with 
the Kolkata Municipal Corporation. 
Nag is currently globetrotting, 
assimilating ideas for his new baby. 

RITWIK MUKHERJEE 


Barna Parich 





WE ARE SHOPPING 


FOR SPACE. 


A large Indian Business house in a strategic alliance with a top multi billion dollar International retail chain is 
launching a youth and family oriented retail chain. Retail spaces, upwards of 20,000 sq. ft. are being signed up 
across India. We are actively pursuing opportunities in Mumbai, Kolkatta, Delhi, Chennai, Bangalore, 
Hyderabad, Ahmedabad, Pune, Jaipur and Lucknow. Options of Leasing and Buying are open for discussion. 
So if you have the space, we definitely want you in our shopping cart. 


1. Type of project (Mall or standalone) and Location (main road and landmark if any) 
2. Project plan (Mall with Multiplex / food court etc. with planned anchor tenants) 
3. Site map & detailed drawings 
The response must include complete Builder/ developer profile with contact person & contact details 
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P-WATCH 





CST TO BE SCRAPPED IN PHASES FROM OCTOBER 
IHE EMPOWERED COMMITTEE OF 
THE ROADMAP State Finance Ministers on VAT has 
o come dow! n fror Tom. n 4% to 39 E from October 


J ES m w 
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furth Central Sales Tax (CST) progres- 
n 


sively between October this year 
and 2009-10. CST imposed on inter- 
state movement of goods will be 
brought down from 4 per cent to 3 
per cent in October and by further 1 
per cent in each of the next three 
vears. However, the panel, headed 
by West Bengal Finance Minister 
Asim Dasgupta, wants the Centre to pay the states Rs 2,500 crore for the rev- 
enue losses they expect to suffer. The panel has also demanded that the 
states' share of service tax collections be raised from 30.5 per cent at present 
to 50 per cent. Finance Minister P. Chidambaram, who will now study the 
recommendations, is expected to accept the proposals. 

RITWIK MUKHERJEE 
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MRP ON DRUGS TO INCLUDE LOCAL LEVIES FROM JULY 1 
[T WILL BE MANDATORY TO PRINT THE MAXIMUM RETAIL PRICE (MRP) INCLUSIVE OF 
all taxes on all medicines in the country from July 1, 2006. Currently, medi- 
cine prices include only excise duty, and retailers charge consumers local 
taxes as applicable. Wholesalers get a margin of 10 per cent and retailers 20 
per cent on branded drugs. For price-controlled drugs, the margins for 
wholesalers and retailers are 8 per cent and 16 per cent, respectively. There 
are no fixed margins for generic drugs. The order to print the MRP on all 
drugs is expected to reduce revenue leakages. “The introduction of value- 
added tax has made it possible to implement this,” says Gurdyal Singh 
Sandhu, Joint Secretary in the Ministry of Chemicals & Fertilisers. He adds 
that from October 2, 2006 onwards, drug companies will also have to print 
the MRP and the expiry date, both in Hindi and in English. 

SHALEEN AGRAWAL 


RAILWAY MINISTRY SETS UP CELL FOR PPP 
THE RAILWAY MINISTRY HAS SET UP AN INDEPENDENT CELL FOR PUBLIC PRIVATE 
Partnership (PPP) to raise Rs 1,50,000 crore by 2015. The money will be 
used to part finance the Railways’ 11th Plan outlay of Rs 3,50,000 crore. 
The cell will work independently as a separate mini-ministry and will pre- 
pare the conceptual and policy tramework for the PPP, a senior railway 
ministry official says. The official is quick to clarify that PPP should not be 
confused with privatisation. *In a Left-supported coalition, one should 
not talk of privatisation," he adds. The rrr cell will be headed by J.P. 
Batra, Chairman of the Railway Board, and will have two joint secretary- 
level officers and four to six director-level bureaucrats. The ministry is 
looking for people to fill up these positions. 

SHALEEN AGRAWAL 
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recommended phasing out of 





A bird's eye view of what's hot and what's 


not on the government's policy radar. 


NEW UREA POLICY SOON 


THE CHEMICAL AND FERTILISER 
Ministry is preparing a new urea 
pricing policy based on the 
Alagh Committee report. This 
has become necessary following 
Rs 14,000-crore rise in this 
year’s fertiliser subsidy burden. 
The budgetary allocation for fer- 
tiliser subsidy is around Rs 
17,000 crore. The ministry will 
write to the Prime Minister to 
seek financial support to tide 
over this subsidy burden. 
SHALINI S. DAGAR 


FM: It's |-T makeover time 


NEW I-T RETURN FORMS 


INCOME TAX RETURN FORMS ARE SET 
for a makeover. After the one- 
page Saral return forms were 
introduced a few years ago, tax- 
men discovered that simple is 
not necessarily sufficient. They 
frequently have to ask assessees 
for a number of clarifications, 
defeating the very purpose of 
the forms. The Central Board 
of Direct Taxes now feels that a 
longer, more detailed form is 
the need of the hour. However, 
the Saral forms will be continue 
to be in use until the new forms 
are notified. 

SHALINI S. DAGAR 
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THE ROAD IS OPEN 24x7. PREMIERRUNNING 
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NUMBERS OF NOTE 


NEWS 


DAYANIDHI MARAN 


2.5 million: The number of barrels (a barrel is 159 
litres) of oil India consumes every day. The US burns 10 
times this amount 


30 per cent: The growth recorded by the PC market 
in India in 2005-06 compared to the previous year. 
HP retained the top slot with total market share of 18 
per cent, followed by HCL at 14 per cent, and Lenovo 
at 9 per cent in terms of unit shipments 


48: Number of airports China is planning to open 

over the next five years. With passenger numbers 

forecast to grow 14 per cent annually, Beijing plans to 

spend $17.5 billion on airports by 2010. It is also plan- 

ning to increase this number further to 220 by 2020 \ 


VIVAN MEHRA 





| E IS FAST EMERGING AS THE YOUNG, ARTICULATE AND 
reforms-friendly face of the United Progressive e | 
Alliance government. Dayanidhi Maran, Minister for 1 billion; The number of songs sold by Apple Computer 
Communications and IT, is dreaming of achieving an through the iTunes Music Store thus far throughout 
ambitious telecom subscriber base of 500 million by Europe as well as in the US, Canada, Australia and Japan 
2010. It's not going to be a cakewalk, but the target 
is not really as distant as it looks at first sight. After all, £228 million (Rs 1,778.4 crore): The amount 
the number of telephone connections (both mobile and ^ Indian companies spent buying eight British businesses 
landline) in the country has doubled in the past two ^ last year, including the £80 million acquisition of Pre- 
years to 145 million. A good part of the credit for that ^ mier Foods’ Typhoo tea brand by Apeejay International 
must go to the man in charge of the department. 
A first-term MP, he's established a reputation for $2 24 million (Rs 1,008 crore): The amount 
getting things done. Only recently, his ministry man- ^ faked in by The Da Vinci Code in its worldwide 
aged to push through a Rs 1,000-crore project to rel  obening the second-biggest debut ever at the global 
ease 45 MHz of spectrum from the Defence Ministy ^ ox office, behind the $253 million tally for "Star 


by the end of this year. The additional spectrum | Wars: Episode Ill—Revenge of the Sith" 

will ease the expansion plans of mobile phone oper- 

ators on the ministry. "The government's telecom iis 

strategy is based or el aput fundamentals. $3.54 million (Rs 15.93 crore): The amount 
Our focus is on achieving high growth through paid by an anonymous bidder for ‘The Hammer’, 
affordable tariffs; reducing the digital divide; and a Stradivarius violin made in 1707, at Christie's in 


providing a thrust to manufacturing R&D and job New York recently, making it the most expensive / 
creation,” he says. His other big achievements: con- Musical instrument ever sold at an auction | 
vincing multinationals like Intel and Dell to set up 

manufacturing operations in India. 69.3 points: The value of Cll’s business confidence 


Maran, ส ท economics grad from Loyola College index for April-September 2006, up from the September- 
(Chennai) and a Harvard Business School alumnus, March 2005-06 level of 67.2 points. A score above 
is DMK chief K. Karunanidhi's grand nephew and the 50 indicates "positive confidence" while a score above 
late Murasoli Maran's son. His high profile in the just 75 indicates "strong positive confidence" 
concluded Assembly elections in Tamil Nadu set 
tongues wagging about a larger role for him in state $ 5 ๒ 5 billion (Rs 24,750 crore): Annual remit- 
politics, but he is quick to dismiss such talk. His ^  tances from 3.5 million Keralites who 
focus, he says, is on pushing through postal reforms ^ ^ work abroad. Eighty-five per cent of 
and increasing rural tele-density. These, by implica- them are settled in West Asia 
tion, don't leave him with any time for politicking. 
Now, does that sound familiar? Maran is clea ๑ ; 
a sete 8 out ges this space. EN Rs19 ,990: The price of 

the XBox360 Core, which will be 


SHALEEN AGRAWAL | PT 
launched in India in October 
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Floundering Once More 


The wrangle between Purnendu Chatterjee and the West Bengal government is affecting 
Haldia Petrochemicals's performance. RITWIK MUKHERJEE 


MA ae 
๒ ‘Sale 9 


| 
Buddhadeb: 


IRST THE CONSOLATION: HALDIA 
Petrochemicals (HPL) is still in 
the black, but there are omi- 
nous signs; its pre-tax profit has 
shrunk nearly 54 per cent (excluding 
other income and factoring in the 
drop in interest) despite a 22 per 
cent rise in turnover. The 
implication: margins are plunging. 
And 17 key executives have left the 
company over the last 8-9 months. 
The common factor behind all these: 
the wrangle between co-promoters 
Purnendu Chatterjee and the West 
Bengal government over manage- 
ment control of the company. lt is, 
perhaps, the only blotch of red ink in 
West Bengal Chief Minister 
Buddhadeb Bhattacharjee's other- 
wise enviable scorecard. Not sur- 
prisingly, Bhattacharjee's instruc- 
tions to his team of troubleshooters: 
sort out HPL's problems ASAP. 
Chatterjee, who owns a clear 
majority in HPL, wants a free hand to 
guide its destiny. But the govern- 
ment, which has a sizable, albeit 
minority stake, is unwilling to grant 
him that leeway. Commerce and 
Industries Minister Nirupam Sen, 
however, strikes a conciliatory note. 
"We're ready to sell our stake at a 
mutually agreed price," he says. 
The state wants Rs 28.90 per share, 
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THE FIGURES SAY IT ALL 
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but The Chatterjee Group (TCG) is 
willing to pay only what is fixed 
by an independent valuer as per 
the original promoters’ agreement. 
Another sticking point is the 
shareholding pattern in the company. 
According to TCG sources, it holds 
59.9 per cent stake, the West Bengal 
Industrial Development Corporation 
(WBIDC) owns 36.9 per cent and the 
Tata Group the residual 3.2 per 
cent. However, if the state’s contro- 
versial issue of shares to IOC, amount- 
ing to 9.6 per cent of HPL’s paid-up 
capital, is factored in, then TCG’s 
stake will fall to 54 per cent, WBIDC'S 
to 33 per cent and the Tata Group's 
to 2.8 per cent. If negotiations fail, it 
will need judicial intervention. 
The HPL management, mean- 
while, denies that this dispute is 
responsible for its declining per- 
formance (see The Figures Say It 
All). “The fall in profits is a result of 
a worldwide rise in naphtha prices. 
It has nothing to do with the so- 
called crisis over management con- 
trol,” says Swapan Bhowmik, 
Managing Director, HPL. This ar- 
gument looks a little disingenuous. 
The price of naphtha, HPL's main 
raw material, has risen about 40 
per cent from Rs 18,000 per tonne 
to Rs 25,000 per tonne, but higher 





ง FIPL's Chatterjee: | 


realisations from polymers (up 8 
per cent) and chemicals (up 32 per 
cent), HPL’s two mainstay products, 
have nearly offset the input price 
hike. Interest costs have also come 
down by Rs 45 crore, cushioning 
margins further. Rising naphtha 
prices are, therefore, responsible for 
only a small portion of the profit fall. 

No such pat excuses can explain 
the sudden departure of 17 man- 
agers who formed the core of the 
group that turned around HPL three 
years ago. Government officials ad- 
mit that their exit has stalled HPL’s 
Rs 650-crore programme to ex- 
pand the capacity of its naptha 
cracker from 5.3 lakh tonne per 
annum to 6.7 lakh tonne per an- 
num. Bhowmik, however, denies 
this. “Our expansion programme 
is proceeding according to plan and 
will be commissioned by the last 
quarter of next year,” he says. 

Chatterjee himself refuses to 
comment on any of the issues on the 
grounds that these are being adju- 
dicated upon by the Company Law 
Board. But he has also kept Track II 
communication channels with the 
government open. But with so many 
visible and invisible cross-currents 
at play here, it will take a while to 
sort out this imbroglio. ไพ 
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You send out invoices, you wait. 
You send them out with Xerox colour, they return 
paid up to 30% faster. Now you've really got game. 
Xerox Colour. It makes business sense. | 


Heads up! Xerox colour is hard to ignore, easy to react toand colour to business documents for over 30 years. We've boosted 
, can do really good things for your business. Like get people to quality, reduced cost, improved reliability and dramatically 
\pay your invoices 30% faster. Why? Studies prove colour ^ increased speeds. What's more, our line goes from fast 
boosts attention, improves comprehension and helps desktop printers to high-speed production presses. To learn 
retention. Simply put, it elicits response. Why Xerox colour more, contact us. We'll be happy to volley back with more 
over others? Xerox has been perfecting the science of adding ^ good reasons why you'll get great results from Xerox colour. 
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In Good Health | 


Fortis Healthcare has been on an acquisition spree, gobbling up hospitals all over 
North India. Is it organised healthcare's next big thing? SHALINI S. DAGAR 


SHIVINDER'S GROWING EMPIRE 





BRAND/ PROJECT LOCATION BEDS SPECIALITY TYPE OF PROJECT. 
Fortis Hospital Mohali — 250" Cardiac Superspeciality Greenfield — — ^ ^"* 
Fortis Hospital Amritsar — — 50. siti- Greeni i 
Fortis Hospital Noida 200" Ortho 

Fortis Fit. Lt. Rajen New Delhi 200 

Dhall Hospital | 

Fortis La Femme — NewDelhi — 150 . 

Jessa Ram New Delhi - 150 y 

Jeevan Mala New Delhi 100 Gynaecology, Minimal Access © Management 
Khyber Medical Srinagar 50" 

Institute XL. s 

Escorts Heart Institute New Delhi 330 

& Research Centre NR is a: 

Escorts Hospital Faridabad - 255 — Mu 

Escorts Hospital ง  Amritsar - 166 . 

Escorts Heart Centre Raipur 45 





Figures indicate no. of beds in operation * Beds currently operational; Full capacity: Fortis Hospital (Mohali) — 400; Fortis Hospital (Noida) — 350; 
and Khyber Med. Inst. = 100 Hospitals in the pipeline: Jaipur (2007); New Delhi (2008); and Gurgaon (2008) Source: Company 


they were going out of fashion. 

In four years, it has built, 
acquired or taken management con- 
trol of 12 of them (see Shivinder’s 
Growing Empire). Result: Fortis 
Healthcare, promoted by Malvinder 
and Shivinder Singh of Ranbaxy 
Laboratories, now has about 2,000 
beds and is already the second 
largest healthcare provider in the 
country in revenue terms; it may, in 
fact, run current numero uno Apollo 
Hospitals very close when results for 
2005-06 are declared. 

Shivinder Singh, who is the 
group Managing Director of the 
company, is tight-lipped about 
financials, but says he plans to 
expand capacity to over 5,500 beds 
across 35-40 hospitals all over the 
country by 2010. He is, however, 


I» PICKING UP HOSPITALS LIKE 


62 BUSINESS TODAY JUNE 18 2006 


seldom directly involved in negoti- 
ations to buy or take over hospitals. 
“My senior colleagues don’t allow 
me to go,” laughs Singh. 

It was the high profile, if con- 
troversial, Rs 585-crore leveraged 
buyout of Escorts Hospital in 2005, 
that announced Fortis’ arrival in the 
big league. The takeover is now 
caught in litigation, but Singh still be- 
lieves he got value for money. “We 
got a trusted brand name and great 
intellectual property through Dr 
Naresh Trehan, who is also a share- 
holder in the company,” he says. 
Another obvious benefit: Escorts al- 
lows Singh to tap the lucrative med- 
ical tourism market from Day 1. 

Fortis now plans to spend Rs 
2,250 crore over four years on 
expanding capacity. There is talk 
that it will raise this amount through 


a private placement or a public issue. 
Singh says he will consider the latter 
only after 12-18 months. 
Hospital-based healthcare has 
traditionally been considered a cap- 
ital-intensive business. The payback ) 
time is typically seven to eight years. 
But Fortis is changing the rules of 
the game with management con- 
tracts. This model, very popular 
with hotels, is still in its infancy in 
the Indian healthcare sector, but 
begins paying for itself from Day 1. 
The question, then, is: will such 
a feverish expansion affect the qual- 
ity of services Fortis provides? *Top 
most on my agenda, as we expand, 
is to maintain the excellent levels of 
services that Fortis has come to be 
known for," Singh says. How he 
deals with this issue may ultimately 
hold the key to its future. 8i 
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Fly By (Fort)night 


Did the Fils and other canny traders profit from a benign circular 
on capital gains tax? AMIT MUKHERJEE 


iS, COMMODITY PRICES TUM- 

bled, emerging markets went 

into a tailspin, the Met de- 
partment forecast a below-par mon- 
soon, and the results of the state 
Assembly elections brought out the 
bears. But if the foreign institutional 
investors (Fils) were looking for a 
solid local justification for their $1 
billion-plus (Rs 4,500 crore) selling 
spree last fortnight, they might have 
found it in a rather benign, dusted- 
out circular of the Central Board of 
Direct Taxes (CBDT) on capital gains. 
The draft circular, released on May 
16, inviting public opinion, aims 
to distinguish between traders and 
investors for taxation purposes. So 
what's new about it? Not much. 
As Aseem Chawla, Director, 
Taxation, Amarchand Mangaldas, 
explains: *The board's (CBDT's) ins- 
truction does not lay down a new 
law; it merely is a collation of legal 
principles pronounced by differ- 
ent courts over a period of time." 
And Prithvi Haldea, avid market 
watcher, and Managing Director, 
Prime Database, sums up succinctly 
what followed after this rather 
benign “collation of legal princi- 
ples.” “The Fils and some of the big 
players simply used this oppo- 
rtunity and booked profits." 

The CBDT, in its original ins- 
truction issued way back in August 
1989, had laid down certain tests 
to distinguish between shares held 
as stock-in-trade and shares held as 
investment. Just a few of these 
tests include whether the purchase 
and sale of securities of the as- 
sessee in question is allied to his 
usual trade or business or is inci- 
dental to it; and whether the pur- 
chase is made solely with the in- 
tention of resale at a profit or for 
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long-term appreciation, and/or for 
earning dividends and interest. 
Despite their apparent rigorous 
nature, these countless tests failed 
to clearly distinguish as to whether 
a particular assessee is a trader in 
shares or an investor who has been 
holding the shares as capital as- 
sets. The issue often led to court 
room battles as the two categories 
(trader and investor) are taxed at 






BLAME IT ON THE CBDT? 


Fils sold equity worth over a billion 
dollars in May** 


Date Net sales" $ million 
May 12 1,199.10 266.80 
May 16 728.40 162.10 
May 17 533.40 118.70 
May 18 423.50 94.20 
May 19 810.60 180.30 
May 22 1,361.30 302.90 
May 23 929 80 206.90 
May 24 1,243.20 276.60 
May 25 1,935 430.50 
*Figures in Rs crore ** Data is till May 25, '06 


Note: Only days of heavy sales have been considered 


Source: SEBI, which compiles the data on basis of reports submitted ' 


by custodians and constitutes numbers of previous trading day 


different rates. While a stock 
trader has a tax liability of 30 per 
cent (33.66 per cent if the inc- 
ome exceeds Rs 10 lakh) an inv- 
estor has to pay only 10 per cent 
on his capital gains. The fear, if 
ever there was one, was that some 
Fils would be reclassified as traders, 
which would clearly ruin the stash 
of profits they'd be taking out 
of India. But rather than touch on 
that, the board has just proposed 
15 supplementary tests in the 
draft circular. 

Chawla of Amarchand Man- 
galdas points out that the differ- 
ential tax structures on capital gains 


in India are very much in tune 
with the international practices. 
He adds that the Board's guide- 
lines in no way affect the tax status 
of Fils. "They prescribe a distinction 
between investment and business 
activity and do not affect the tax 
status of Fils under the existing tax 
regime. Some wise men in the 
trade just decided to use the cir- 
cular as an opportunity to book 


profits at the stock market," he 
says. Of course, what didn't help 
matters were comments made via 
the media about the ambiguous 
nature of the circular, rumours 
that Fils were apprehensive about 
such a circular floating around, 
and that it was redrafted prima- 
rily with the foreign investing tribe 
in mind. Punters tend to buy on 
rumours and sell on fact, but this 
was clearly one rumour that called 
for a reverse strategy. Better to 
be opportunistic than sorry will 
always be a market mantra—not 
just for Fils but for any trader worth 
his portfolio. 8 
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Business opportunities never wait. So make sure you Stay connected 
whenever you are on the move. Tata Indicom's Vdata card offers you 


the convenience of accessing business applications like emails, internet 
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as well as your corporate LAN without connecting a network cable 
Furthermore, this card also gives you the convenience of making calls 
and sending SMSs wherever you are. Merely having a laptop isn't enough 
Get truly mobile only with the Tata Indicom Vdata card. And make the 
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TATA 
@ data indicom 


h 








ttp://www.tataindicom.com 





Call : 0922 000 8282 for a TATA Indicom Vdata card today or visit us on 








- 
Nu + 


mc EU 
ice ห ส ญ่ รง Mes 


Patrick Townsend and his partner 
and co-author Joan Gebhardt are a 
unique resource for business 
management groups working to 
establish an environment of 
improved leadership and growth. 
Authors of one of the first books on 
service quality, they pioneered a 
practical approach to 100976 
employee involvement. The first of 
their seven books on quality and 
leadership led to more than a dozen 
years of lectures, seminars, and 
workshops throughout the world 
representing two very different 
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FROM KNOWLEDGE TO PROFIT 


FEATURING: 
PATRICK TOWNSEND & JOAN GEBHARDT 
DELHI: JUNE 14, 2006 * MUMBAI: JUNE 16, 2006 


Discover the current thinking on 
Complete Quality Process (CQP) 


. from America's foremost experts on 


dé Quality and Leadership, 
. Patrick Townsend & Joan Gebhardt. 


Online Media Partner Supported By 
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GROUP 


LEADERSHIP, PARTICIPATION AND MEASUREMENT: 
THE FOUNDATION OF A THRIVING ORGANISATION 


What’s in it for you? 


Vital insights and best practices that will 
help you understand, implement, and 
maintain a Complete Quality Process (CQP), 
the superset of performance excellence 
methodologies that builds on a balanced 
combination of Leadership, Participation, 
and Measurement. Tools such as Total 
Quality Management (TQM), Kaizan, 
Re-engineering, Blueprinting, Six Sigma, 
ISO, and Lean can all be found in the COP 


box, with each being used to address 
se situations for which it is the most 


How will you benefit from this session? 


Attendees will leave this interactive 
workshop with an overall understanding of 
CQP mechanics and philosophy, prepared to 
put together their own plans for maximizing 
the potential of their organisations. 


Who should attend? 


The programme is recommended for senior 
and middle level executives, business 
heads, entrepreneurs and quality assurance 
professionals from progressive 
organisations. 


Groups of more than 3 Delegates: 
Rs.7,500/- per delegate. 
Early Bird Discount: 20% discount 


for delegates registering before 
June 7, 2006 


For registration please contact: 
Sunnet Batra, Business Today 

Tel: (011) 23352252, 23736970 / 78 
E-mail: sunnet.batra@intoday.com 
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IND NOTHING BUT THE TRUTH. 


ACCORDING TO A RECENT OPINION POLL 


CONDUCTED BY BBC AND REUTERS, 


DAINIK JAGRAN HAS EMERGED AS THE 


MOST TRUSTED NEWSPAPER IN INDIA. 


Dainik Jagran 


10 STATES. 29 EDITIONS. 1.91 CRORE READERS. 











Theres 


"A Bübblé 


Somewhere 


As prices of assets—equities, 
real estate, gold, metals—yo-yo 
at peak levels, a few speculative — 
rallies are at bursting point. 
Which one will rupture? 


And when: 
BRIAN CARVALHO 
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Rs 35 and when the man comes back you can sell it to 
him for 50.” The villagers queued up with all their sav- 
ings. After that the man and his assistant were never 
seen again. Only the monkeys—and not just the ones 
in the cage—twere left. 


AST FORTNIGHT THIS WAS ONE OF THE MORE 
prevalent yarns doing the rounds of trading 
shops in and around Dalal Street. The “man” is 
manone other than the foreign institutional investor: 


IUNE 18 2006 MUSINESS TODAY 71 





ธา ร พ ค ร ห 


ร - 
e? 


aT 


bt 


UMESH GOSWAMI 


cover story 


Sensex: Not Up And Up Any More 
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Figures are average monthly Sensex closings except for April-May 2006 
w 2003 I 2004 2005  - 2006 Source: BSE 


(Fil), and the villagers are of course humble retail 
investors. The "monkeys" are Indian stocks, but you can 
safely interpret that the biggest monkeys are the small 
investors. It's a harsh tale whose origins could proba- 
bly be traced back to a bitter punter who lost his shirt 
when the benchmark BSE Sensex crashed 22 per cent in 





Gautam Singhania 
Chairman & MD, Raymond 


“A huge middle class and rising income levels augur 
well for our economy " 
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just 10 days. The Fils took out roughly $1.5 billion (Rs 
6,750 crore) in those 10 eventful days, after the us Fed 
hiked interest rates for the 16th consecutive quarter, by 
0.25 per cent to 5 per cent. For traders deluded by the 
$4.1 billion (Rs 18,476 crore) rit inflows into Indian 
equities in the first four months of 2006, the correction 
came as a painful bolt from the not-so-distant blue. 

It shouldn't have. As Uday Kotak, Vice Chairman & 
Managing Director, Kotak Mahindra Group, says: “Just 
as we like them (the Fits) to put money in, we should be 
prepared that some of it can go out." If you look at the 
correction as just a technical phenomenon—and not 
as one which resulted in a few traders falling off build- 
ings—it was welcome and overdue. The meltdown in no 
way signals the end of the rally. *A huge middle class and 
rising income levels augur well for our economy," 
chips in Gautam Singhania, CMD, Raymond Ltd. 

What the free fall did do was to reveal the dark side 
of excess. This is reflected in the Sensex forward P-E 
(price-earnings) ratio, which, at over 14 at its peak, 
made India the most expensive amongst emerging 
markets. As Stephen Roach, Chief Economist, Morgan 
Stanley, says: “India has a great fundamental story. But 
[ am afraid the markets got ahead of themselves in dis- 
counting this story. The excesses should come out of 
many asset markets. Purging the excesses of the Indian 
equity market will be a part of that process.” Translated 
that could well mean an ebb in multi-billion Fit inflows. 
Those salted away domestic rupees could, in the long 
run, provide more stability than sizzling greenbacks that 
move out faster than they come in. 





Uday Kotak 
Vice Chairman & MD, Kotak Mahindra Group 


“Just as we like them (the Fils) to put money in, we should 
be prepared that some of it can go out” 
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The world is now in the midst of another bubble—this 
one is commodities. It, too, will burst. 
Stephen Roach, Chief Economist, Morgan Stanley 


Anyone who says commodities have been in a bubble has 
not done his homework and does not know about 
what be is talking. 

| Jim Rogers, Global Commodities Guru 


AST FORTNIGHT AS COMMODITIES OF ALL HUES 
slipped into a downward spiral globally after 
years of a breathless uptrend, the billion-dollar 
uon on traders' i worldwide was: Are we 
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, zinc and aluminium were 7-15 per 

eak prices in a week. To be sure, no com- 
was spared, be it precious metals (gold, sil- 
palladium) or sugar, or cotton, or wool. 


st most traders were caught on the wrong foot, 


แม - End May Be Near, IN Tears of Heady alarm im 
„ ALUMINIUM - 


Figures are closing prices in $ per tonne 


At Bursting b 


Was last fortnight's eventual slump in co 
or is a spectacular crash in the offing 
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were moving 1 in April and. 
with copper doubling in ina a lie. oi am 
same time, China was sending signals of its intent to 
reduce the energy and commodity content of its GDP 
over the next several years. There was a major macro 
disconnect that triggered my concerns about com- 
modities as an asset class," Morgan Stanley's Stephen 
Roach told Br. Roach had turned bearish on com- 
modities before last fortnight's plunge in prices began. 
Then there are investors like Jim Rogers, a dyed-in- 
the-wool guru in commodities, with books like Hot 
Commodities to his credit. Try mentioning the word 
“bubble” to Rogers, and he's likely to rubbish you 
with disdain. He did exactly that to BT last fortnight, 
armed with an array of statistics. "Sugar is 80 per 
cent below its all-time high; cotton 60 per cent; maize 
50 per cent; soyabeans 60 per cent; silver 75 per cent; 
coffee 70 per cent; palladium 60 per cent; gold 30 per 
cent. If you adjust the old highs for inflation, these and 
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- Stephen Roach 









Chief Economist, Morgan Stanley 


"Base metals prices were moving up parabolically. China 
was sending signals of its intent to reduce the energy and 
commodity content of its 60 This triggered my concerns" 


many others are 85-95 per cent below their all-time 
highs. What kind of ‘bubble’ is it when most things are 
85-95 per cent below all-time highs," scoffs Rogers. 
Rogers obviously knows what he's talking about. But 
at the heart of the bear theory is the question whether 
commodities deserve the highs they've been driven 
to in the first place? Should gold be at $725 (Rs 
32,625) per ounce, copper at $8,800 (Rs 3,96,000) per 
tonne and oil at $71 (Rs 3,195) per barrel? As Roach 
argues, there's nothing extraordinary about the global 
economic climate today to warrant such an uptrend in 
commodities, an uptrend that's pushed prices to their 
highest levels in the past 35 years. There have been five 
periods of prolonged spikes in economic activity since 
the 70s. The current rebound, which began in 2002, 
averages 4.2 per cent in annualised world GDP growth 
terms. That's lower than the 4.4 per cent average 
annualised gains in the previous four global recoveries 
between 1970 and the 90s. Why then should com- 
modities prices be at a 30-year all-time high? The 
Journal of Commerce composite gauge of industrial 
aterials p ices, which has four components (textiles, 
oleum products and a miscellaneous group), 
ides agri-products and precious metals, 
Jen Wines by 53 per cent over the past four years, the 
sharpest ever run-up since 1970. 
The bull camp would feel such comparisons are odi- 





- ous, as there's one major piece in today's global eco- 


mic picture that one didn't have to contend with 
in the 1970-2000 period: China. In 2005, China 
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Jignesh Shah 
Chairman, Multi Commodity Exchange 


“As an exchange, we have to manage the risks when such 
bouts of correction happen, and that's why we increased 
margins in various base metals" 


swallowed close to 9 per cent of the world's crude, 20 
per cent of global aluminium, at least 30 per cent of 
steel and 45 per cent of the world's cement. And as the 
thrust continues to be on infrastructure and urbanisa- 
tion, a section of traders believes China will ensure that 
the rally in commodities doesn't peter out. 

The bad news, going forward though, is that 
China is attempting to move away from Baba 
led growth to a consumer-led g growth (as is happen- 
ing in India). And this will duce its appetite for com- 
modities sharply, thereby g global demand in a 
big way. Result? Prices ash suddenly, and 
traders will be caught napping. Back home in India, 
where commodities markets have been racking up 
turnovers of over Rs 10,000 crore in daily trading, 
traders and analysts are treading with caution. Says 






Jignesh Shah, Chairman, Multi Commodity Exchange 


(MCX): "Indian markets have shown a huge correla- 
tion with the world's commodity markets. As an 
exchange, we have to manage the risks when such 
bouts of correction happen, and that's why we in- 
creased margins in various base metals." Adds Suresh 
Nair, Vice President (Commodities), Kotak Securities: 
"The commodity market was in an overbought region 
for some time. After a rise of 100-120 per cent, a 15 
per cent correction is healthy." Echoes Navin Mathur, 
Head (Commodities), Fortis Securities: *A market 
that makes a record almost every day is not sustain- 
able for long." Trading in commodities from hereon 
isn't for the faint-hearted. 
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Should the correction in equities prices po similar downturn in real estate 


and housing prices? KRISHNA GOPALAN 


if ETWEEN 1986 AND 1990, REAL ESTATE AND EQUITY 


w” 

" 
. RATES 
( 








JJ prices spurted dizzily in tandem in Japan, with the . VOMMERU 
B Bbenchmark stock market index, the Nikkei, Areas ท Seas iiis ek 
P'shooting into the 40,000 territory and property Nehru Place ~ 10800 13200 — 15,600 
prices in the posh areas quoting at a mind-boggling Connaught Place 13,800 __15,000 18,600 
$140,000 per square foot. Speculators fuelled by easy — Gurgaon 4,200 4,600 5,000 
money had pushed prices to heady levels. But the end Noda — à 1 420 4,200 4,800 
came swiftly and suddenly, with some $20 trillion 
being wiped out from the land and stock markets. Rennes ten RATES 
Japan has never been the same again. Chan เน ต ys dye pee 
Not for a minute are we suggesting that India is er ERE — 15 000 17 000 23 000 
going the Nippon way, but the Japanese crash is a Fr จ e ง 
riends Colony 5,000 9.000 12,000 
Gurgaon 3,000 4,000 2,500 
M 1 M B Al COMMERCIAL RATES Figures are prices in Rs per square foot Source: Colliers International 
" 2005 H2 2005 01 2006 lesson for all markets on the dangers of excess specu- 
Nariman Point 14,400 — 21000 21000 lation in any asset. And when two asset classes blow out 
Worl 9,600 16800 15.600 simultaneously and so spectacularly, the tremors are felt 
panra nura E 14.400 IA re for decades later (as in Japan's case). But let's stop 
Malad/Powai - 1 800 5 400 5 400 playing Cassandra now, and instead look at the Indian 
i | real estate market, more specifically Mumbai—the 
PESONN RATES country’s financial district, home to stock exchanges, 
H1 2005 H2 2005 Q1 2006 and where property prices are showing no signs of com- 
Malabar Hil 18000 —— 35000 35.000 ing off. Mumbai Textile Mills, which has an area of 17 
Napean Sea Road 17 000 28000 30000 acres was sold for Rs 702 crore, Kohinoor Mill No. 2, 
Cuffe Parade Dues 500 21000 35000 which is housed on an area of 4.9 acres, went for Rs 
Prabhadevi iE 13 500 2200 17,000 421 crore while Elphinstone Mill found a buyer for its 
Worli 14. 000 - ~ 30,000 25,000 7.8-acre property at Rs 441 crore. Effectively, the 
Bandra .— .— 1200 35000 17500 rate on ล per square foot basis works out to a minimum j 
Santa Cruz 7 000 20,000 15,000 of Rs 5,000 and a high of Rs 15,000, which you'd agree 
Andheri — 4,000 6,000 5500 are prohibitive rates if you're looking to buy a home in 
Figures are prices in Rs per square foot Source: Colliers International Mumbai. But remember the prices quoted above are just 
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CHENNAI COMMERCIAL RATES 




















ห 1 2005 H2 2005 Q1 2006 
Mount Road 4,600 4600 5 300 
Nungambakkam 4200 5000 &— $5600 
Guindy — 3,600 3,800 1 500 
RK Salai — | 460 (| $500  À A 540 
Old Mahabalipuram Rd — 3,600 — 3,800 9,200 
RESIDENTIAL RATES 
Areas ห 1 2005 ห 2 2005 01 2006 
Boat Club —— 3790 - 750 — 8700 
Anna Nagar — — — 250 — 250 3000 
Besant Nagar — 2500 3500 3,200 
Alwarpet/RA Puram — 3000 4000 3900 
Figures are prices in Rs per square foot Source: Colliers International 


for undeveloped land. Homes or offices or supermar- 
kets created on these stretches of land could com- 
mand prices in the Rs 15,000-25,000 per sq. ft range. 
And there will be buyers, your neighbourhood agent 
will grin and tell you. 

In the wake of last fortnight's 20 per cent equities 
meltdown, it's worth doing a reality check on real 
estate. The correlation between equities and real estate 
isn't cast in stone, but the most obvious one is that prof- 
its booked in stocks tend to be deployed in property 
over the longer term. More than that, though, what has 
been driving both the real estate and stock markets is 
the easy access to liquidity over the past three-four years. 
Now, with rates tightening all over the world (India 
included) and funds not as easy to find, will the spec- 
ulative nature of the rally in land prices reveal itself? 

Pranay Vakil, Chairman, Knight Frank, a Mumbai- 
based property consultancy, agrees there has been a lot 
of money that has come into real estate from the 
booming stock market. He also talks about plenty of 
"obscene money" finding its way into property. The fall 
in the Sensex could just end up having a sobering effect 
on the volumes of real estate transactions, he avers. “If 
the fall in the indices lasts for a fortnight or three 
weeks, there's little doubt that sentiment in real estate 
will be affected," says Vakil (at the time of writing, the 
BSE Sensex had recovered 10.44 per cent from its recent 
low of 9,826.91 points recorded on May 22). 

The good news, though, is that whilst there may be 
a whiff of speculation, genuine demand too is playing 
its part in fuelling prices. As Jitender Balakrishnan, 
Deputy Managing Director, IDBI Bank, explains: “Yes, 
the real estate market is overheated to a certain extent, 
but one must understand that there is a lot of pent-up 
demand that is coming in." And in cities like Mumbai, 
where supply is limited—the mill land sales could 
provide relief to some extent, though not entirely—eco- 
nomics takes over. Niranjan Hiranandani, Chairman, 
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Hiranandani Constructions, agrees that prices are on the 
higher side, but he isn't worried because 90 per cent of 
buying is being done by actual users. “I think there has 
been a very small percentage of money that has come 
into real estate from the stock markets. There have been 
more compelling reasons for the increase in prices 
like a genuine demand existing, a strong economy 
and also a good market for rentals," says Hiranandani. 

You wouldn't expect a builder to think otherwise. 


BANGALORE COMMERCIAL RATES 


H1 2005 Q1 2006 
MG Road = A. 580 6,600 _ 
Richmond Riaad 1 4800 5,000 5400 
Whitefield/Airport Road 3 000 3,600 3,200. 
Hosur/Electronics City - 2600 3400 2,600 
RESIDENTIAL RATES 
Areas ห 1 2005 ห 2 2005 01 2006 
Central 865 จ 70 0 5 8000. 
Jayanagar — 3,000 2,300 10,500 _ 
Airport Road 3,200 3,200 3,000 __ 
Koramangala 3200 3000 3,200 


Figures are prices in Rs per square foot Source: Colliers International 


There are concerns of a bubble in real estate... 


@ Interest rates have perked up, making home loans more expensive 


@ The stock markets have corrected nearly 20 per cent and 
land prices could follow 


@ Speculators have driven up prices to unrealistic levels in pockets 


@ If global liquidity dries up, the much-awaited foreign money 
may not materialise 


. -but developers are still sanguine 





@ Supply is limited and demand huge, particularly in metros 
@ Most buying is by end users, not investors 
@ More land will be freed courtesy mill land sales 


@ Rates may have gone up, but funds’ availability isn't yet 
difficult for the end user 


The worry is that with interest rates rising and liquidity 
conditions subdued, is a sharp correction on the cards? 
Knight Frank’s Vakil says, “The upswing in prices has 
been too sudden,” which may point to an exaggerated 
movement in the other direction (as on the stock mar- 
regional and location-driven factors 
termining real estate prices. And 
e-board blowout appears unlikely 
don’t rule out a few mini bubbles pop- 
here and there in the months ahead. m 
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Accenture 


Delivering high performance in 
India and around the world. 


Accenture is one of the world's leading 
management consulting, technology 
services and outsourcing companies, 
committed to delivering innovation that 
helps clients become high-performance 
businesses. With over 129,000 people 
in 48 countries, few organisations are 
able to match our industry knowledge 
and process expertise, our global 
resources or our proven track record. 
That's probably why we've worked 
with over two thirds of the FORTUNE® 
Global 500. 


In India, we have over 17,500 professionals 


across our offices and delivery centres in 
Bangalore, Chennai, Hyderabad, Mumbai, 
New Delhi and Pune. Leveraging their 
skills from these locations, we deliver 
consulting, technology solutions and 
business process outsourcing services 
to more than 200 global clients across 
a diverse range of industries. This 
gives our employees the opportunity 
to do interesting work, develop new 
skills and work on leading edge 
technologies and business processes. 


In an innovative and collaborative team 
environment which nurtures talent, 
encourages training, provides career 
growth and rewards accomplishments, 
our people in India focus on the delivery 
of transformational solutions—helping 
clients realise their vision and achieve 
high performance. 
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Rs 29,000-Crore 
Market In Play 


Korean firms LG and Samsung haven't won the battle 
for the consumer durables market. indian firms 
such as cere Videocon and BPL are 


UST ABOUT WHEN EVERYBODY THOUGHT THAT THE 
war for durability in the Rs 25,000-crore con- 
sumer electronics industry in India had been 
fought and won, the industry seems to be gear- 
ing up for another battle. On the face of it, 
nothing seems to have changed, not the game, nor the 
players and not even the prize. The industry continues 
to grow sluggishly, an 8 per cent compounded average 
growth rate (CAGR) between 2000 and 2004 (China 
grew 14 per cent CAGR during this period), LG and 
Samsung continue to rule the market, accounting for 
around 50 per cent of the total Rs 25,000-crore 
industry and the other Indian as well as multinational 
players like Videocon, BPL, Mirc Electronics, Whirlpool, 
and Sony continue to play catch-up. Under the surface 
though, things are stirring. 
For one, the also-rans are refusing to play their 
part and are making a strong comeback bid. “It is not 
for nothing that the Devil (a character that represents 
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brand Onida) is back,” gushes Gulu Mirchandani, 
Chairman and Managing Director (MD), Mirc Elec- 
tronics. “He is here to rule the market again.” Apart 
from televisions, where it has historically held its own 
against competition, Mirc is making an aggressive play 
in categories such as washing machines, air condi- 
tioners, microwave ovens and DVDs. Then, says 
Mirchandani, there are exports. He claims to have 
sold between 100,000 and 150,000 colour televisions 
(CTVs) each in Ukraine and Russia last year, and 
hopes to translate this into a competitive advantage 
in the Indian market. 

BPL Ltd, which ruled the CTV market in India till 
early 2000 and then slipped into heavy losses (the net 
loss stood at Rs 214 crore in 2003 and Rs 74 crore 
in 2005), has formed a 50:50 joint venture (JV) 
with Japan's Sanyo Electric. The latter has com- 
mitted $100 million (Rs 450 crore) to its Indian ope- 
rations. The Jv has launched CTVs, LCDs and plasma 


— 0 


UMESH GOSWAMI 


screens under the Sanyo and BPL brand names and is 
also foraying into refrigerators, washing machines 
and DVDs. *We intend to be a Rs 2,000-crore ven- 
ture by 2009 with a considerable market share in all 
segments," says Ajit Nambiar, Chairman and Chief 
Executive Officer, Sanyo BPL. 

Videocon Industries, another leading Indian player 
that got battered during the late 90s and early 2000s, 
boasts revenues of Rs 4,500 crore today. The group's 
oil business contributes significantly to this, but the con- 
sumer electronics business is thriving, too. Chairman 
Venugopal Dhoot identified a different route to 
growth: acquisition, of flagging brands such as Sansui, 
Akai, Allwyn, Kelvinator, Hyundai, Toshiba and 
Electrolux in the domestic market, and of manufac- 
turing facilities such as French electronics major 
Thomson’s colour picture tube, globally. “If there is one 
player that will thrive in Indian market, besides the 
Korean majors, it is Videocon,” says Dhoot. 

Whirlpool India is another company, which 
after a long cold winter, is getting back into shape. 
The company, which recorded a net loss of Rs 38 
crore in 2005-06, recently announced a $20-million 
(Rs 90 crore) investment for 2006 and 2007 and 
launched several new products. The company, says 
Arvind Uppal, its Managing Director, is committed 
to India. Then, there are others like Godrej 
Appliances, Sony, Haier, Sharp, Hitachi and various 
other smaller companies that are aiming to corner 
some share in the industry. 





Venugopal Dhoot/ Chairman/ Videocon 

“If there is one player that will thrive in 
the Indian market, other than the Koreans, 
it is Videocon” 
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..but an under-served market holds promise. 
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Market shares have remained more or less static, 
but 2006 could mark the beginning of the change 
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Samsung 
Whirlpool 


Godrej 


Videocon 
Onida 





Figures in per cent Source: Industry data 


CONSUMER DURABLE STOCKS 


Children Of A Lesser Boom 


ONSUMER DURABLES IS ONE SECTOR THAT HASN'T BENEFITED 

from the bull run on the bourses. All consumer durables 

stocks, save Videocon, remain totally untouched by the 
boom, and trade between Rs 26 and Rs 40. “Margins in this 
business have been under tremendous pressure and bottomlines 
have not been growing," says Ambareesh Baliga, Vice President, 
Karvy Stock Broking. Videocon Industries is the only company 
quoting a respectable Rs 449, but an analyst points out that the 
stock regained its buoyancy only after Videocon International's 
merger into the company. Gulu Mirchandani, Chairman and 
Managing Director, Mirc Electronics, proffers another reason for 
investor apathy. "If the market leaders (read LG and Samsung) 
had been listed, the sector could have attracted investors." 
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Gulu Mirchandani/ Chairman & MD/ Mirc Electronics 
“It is not for nothing that the Devil (a character 
that represents Onida) is back. He is here to 
rule the market again" 


All This And No Growth 


These ambitious plans and strategies would not seem 
misplaced if the consumer electronics industry were 
growing the way other industries are. Last year, when 
GDP grew by around 8.1 per cent, the stock markets 
boomed and most industries, even those that had 
been in dire straits, like fast moving consumer goods, 
grew at between 15 and 30 per cent, consumer elec- 
tronics was one sector that grew only 5 per cent. [n 
terms of value, the biggest constituent of the segment, 





NOT MUCH TO TAKE STOCK OF 
COMPANY CURRENT 52-WEEK 

PRICE HIGH 
BPL 37,45 68 (uly 21, 2005) 31.90 (May 23, 2006) 
Videocon — 449 563 (May 10, 2006) 355 (Oct. 28, 2005) 
Sharp 26 40 (Sept. 1, 2005) 14.15 (June 28, 2005) 
Mirc 19.35 27.50 (Aug. 31,2005) — 17.50 (May 22, 2006) 
Whirlpool 32 44.80 (May 10, 2006) 22.60 (March 17, 2006) 
Figures in Rs Source: BSE 
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gether account for about 8-9 per cent of the TV market 





(both CTVs and B&W TVs; some two million B&W TV 
were sold in 2005-06). "We don" pete with ! 
LGs and Samsungs We ater to tne | mero marker 
that we know very well and are in a posit to serve 
very well. Well continue to be in business because then 
Is demand for our products and we enjoy out 
= tomers’ trust,” says Gopal Jiwarajka, Managing Direct 
Salora International Ltd, a mid-sized conglomerati 
> which selis about 100,000 CTVs a year (net sales of R 
584.26 crore and net profit of Rs 10.7 cror 
ง Chairman 6 CEO/ Sanyo BPL 06). The company has recently more 1 
“We intend to be a Rs 2,000-crore company manufacturing capacity and tied up w 
by 2009 with a considerable market share Corporation to launch TEAC-branded a 
in all segments” products in India, including LCD and plasi 


CTVs, actually saw a decline (see State Of The Market). 
Nor are growth estimates for the future any more san- 
guine. According to market research agency Datamonitor, 
the industry is likely to grow around 7.7 per cent CAGR 
for five years ending 2009. 

There are many reasons for sluggishness in the 
industry; some immediate and others, historical. Most peo- 
ple attribute last year’s slow growth to two factors— 
confusion regarding value-added tax (VAT) and a surge in 
stock markets. “Confusion regarding VAT in the first 
quarter last year took a heavy toll on sales,” says K.R. Kim, 
President, LG Electronics. Then, experts point out an 
intriguing correlation between stock markets and con- 
sumer durables industry. “It has been observed that 
whenever stock markets or real estate sectors are boom- Salora’s Jiwarajka: Knows the hinterland 
ing, consumers tend to postpone their consumer durable 
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bt consumer durables 


purchases and invest their money in these assets," says 
Bhuwan B. Singh, Director (Client Service), ORG-GfK. 

Then, there are historical reasons. When the gov- 
ernment opened up the sector, recalls Mirchandani, 
incumbent players *were not ready for competition and 
most of them died or are still bleeding". Videocon's 
Dhoot holds heavy taxation responsible for industry's 
woes. "Total tax incidence in India even now stands at 
around 25-30 per cent, whereas the corresponding 
tariffs in other Asian countries are between 7 and 17 per 
cent," he says. 

Poor infrastructure is another reason that seems to 
have held back the industry. “Regular power supply is 
imperative for any consumer electronics product. But 
that remains a major hiccup in India," says Ravinder 
Zutshi, Deputy Managing Director, Samsung. 

Indeed, over 80 per cent of the rural market in 
India remains irrelevant for the industry because of 
these reasons. But the fact remains that these prob- 
lems are not going to be resolved in the near future. And 
companies will have to factor them in when they draw 
new growth plans. Which they have now done. Shorter 
replacement cycles, especially in urban areas, also give 
companies cause for hope. Over the next few years, the 
topography of the industry will likely change, with 
some companies gaining at the expense of others. 
Eventually, however, the market itself will grow, as 
rural markets evolve and companies create specific 
products for them. 


t.i 


Kishore Biyani/ Managing Director/ Future Group 
“Initial response to ACs and microwave ovens 
imported from China has been quite encourag- 
ing. We intend to import other products soon” 
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THE INDIAN REVIVAL 


BPL Ltd: Has formed a 50:50 joint venture with Japan's 
Sanyo Electric, which is investing $100 million (Rs 450 
crore) in Indian operations; looking at global markets; 
claims to be exporting to 30 countries already; has targeted 
Rs 2,000 crore in revenues by 2009. 


Videocon Industries: Chairman Venugopal Dhoot has 
been on an acquisition binge (brands such as Kelvinator and 
Electrolux in India; French electronic major Thomson's 
colour picture tube business) and intends to beat the 
Koreans in their volumes game. 


Mirc Electronics: Gulu Mirchandani, the Chairman and 
Managing Director, feels that a larger product portfolio, ex- 
tended presence in high growth segments like DVD players, 
microwave ovens, air-conditioners and exploring under-pen- 
etrated global markets, like Russia and Ukraine, will help. 


Godrej Appliances: Thus far, had only refrigerators, 
washing machines and air conditioners in its portfolio; now 
planning to enter categories such as microwave ovens and 
DVD players, maybe even televisions; exports is an imm- 
ediate target. 


The Threat Of Retail 


There is another imminent threat for the industry, 
the emergence of organised retail. *World over con- 
sumer electronics is used as a loss-leader category to 
woo consumers," says Ireena Vittal, Principal, McK- 
insey. "Retailers give consumers huge discounts on 





Eo “ซม ร E 
R. Zutshi/ Deputy Managing Director/ Samsung 
"The Indian market remains heavily 
under-penetrated, which is a big 
opportunity for all players" 


AFTER-SALES SERVICE 
Not Quite Sell And Forget 


IFECYCLES MAY BE FALLING, AND CONSUMERS MAY BE 
replacing products far more frequently, but that 
hasn't changed the contours of after-sales service in 
the consumer durables industry. Anecdotal evidence on the 
indifference of companies to faulty products and ag- 
ส ุ ศา 
that companies consider their time better : selling prod- 
ucts rather than servicing them. Girish V. Rao, Vice 
President (Sales and , LG Electronics India, be- 
lieves that this isn't quite true. "It is a misconception: 
that after-sales service is irrelevant or that the in- 


becoming 
dustry can afford to ignore it.” “At LG," he adds, “we see ` 


it as one of the differentiators of our business from the com- 
petition's." Rao is right: with replacement cycles becom- 
phd rc companies should do everything in their pow- 
to keep consumers happy (a happy consumer could 
pick the same brand when it is time to do so). Only, 
MEE แล 6 
have realised that. Result: some outsource their service 

function and others appoint franchisees to handle it. 
KAPIL BAJAJ 





these products to win over consumers, which, in turn, 
means squeeze on margins." Vittal points to another 
trend that is sure to hit the players, that of organised 
retailers launching their own store brands. That, in fact, 
is already happening. Electronic Bazaar, the consumer 
electronics division of the retail chain Big Bazaar, has 
started importing air conditioners and microwave 
ovens from China and is selling them, under the brand 
name Koryo, at prices that are over 40 per cent cheaper 
than those of competing products. “Initial response to 
these products has been quite encouraging," says MD 
Kishore Biyani. “We intend to import other products 
like TV and washing machines soon." 

Mukesh Ambani's Reliance Retail is also said to be 
exploring such opportunities. In fact, the group is said 
to be in talks with some companies that neither have any 
manufacturing facility nor a strong distribution net- 
work in the country, but are keen on a presence here. 
"There are companies that can take advantage of the free 
trade agreement (FTA) route and import their products 
to India and then, sell them through us without making 
any ground-level investments," says ล senior executive 
at Reliance Retail. To be sure, companies like Hitachi, 
Sharp and TCL Holdings are already looking at exploiting 
the FTA route. “We are looking at increasing our market 
share in CTV, LCD and plasma screen business," says 
Prasun Banerjee, Vice President (Sales and Marketing), 
Sharp India. *We would largely be importing these 
products, making use of the FTA route." 

It is not that the players are oblivious to these 
challenges; they have no option but to look at the 
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K.R. Kim/ President/ LG Electronics 

"In the next two to three years, half the players 
will be pushed to fringes again. Only two to 
three players will survive in each category" 


brighter side of the picture, which in India's case is its 
potential. *The Indian market remains heavily under- 
penetrated, which is a big opportunity for all players," 
says Zutshi. 

Then, foraying into rural markets has a considerable 
cost component attached to it. Companies not only have 
to set up the basic infrastructure in terms of office 
space, manpower, but also spend on transportation for 
moving inventory. Even LG and Samsung, which are 
touted as having the largest distribution network in the 
country, have a direct presence only in 15,000 to 
18,000 of the around 40,000 retail outlets (for con- 
sumer durables) in the country. 

Players admit that the increasing competition and 
new challenges will lead to another phase of consoli- 
dation with some losing and others winning. Early 
indications of that are already visible. The buzz in the 
market is that Samsung incurred losses (around Rs 
80-100 crore) for the first time in 2005. Zutshi, how- 
ever, refutes this. “Our profits did take a hit last year, 
but there were no losses." Whirlpool India, Godrej 
Appliances and BPL Ltd, companies making a comeback, 
aren't out of the woods yet. LG’s Kim says that in the 
next two to three years “half the players will be pushed 
to fringes again". “Only two or there players will sur- 
vive in each category." 

And who are the players who will survive? Only 
those who are resilient, committed to the industry 
and Indian market and at the same time, are looking at 
being globally relevant, is the chorus. 8i 

ADDITIONAL REPORTING BY KAPIL BAJA] 
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IN hang 


VSNL has regained lost ground, Tata Teleservices Is 
staging an impressive rear-guard action and the 
Tata Group s telecom play finally seems to be 
coming together. Then, the contentious spectrum 
issue could change that. krisHNA GOPALAN 




























ATAN TATA IS ANGRY. THE CHAIRMAN OF TATA GROUP HAS 
been busy interacting with people such as the Chief Minister 
of West Bengal (about the location of a plant for the group s 
Rs-1.00,000 car), chairing board meetings and doing other 
things that someone who heads a Rs 80,000-crore 





group would be expected to do (so much so that he couldn’t meet 
with Business Today for this article). He is also, presumably, 
upset that the government Is veering around to the pt int of view 
that incremental spectrum allocation—spectrum is essentially ล 
frequency wavelength that mobile telephony operators need; it 
is what is termed a public goods and needs to be allocated by 
the government in return for a consideration; more on this in 
Tbe Ins And Outs Of Spectrum—should be done on the 
basis of the subscriber base of the companies and the tech- 
nology it uses. That would mean that a telco's chances of 
getting spectrum are directly related to the number of sub- 
scribers it has on its rolls. Tata has never been in favour 
of this argument. In May 2005, he suggested, for the first 


From the Front: Ratan lata, who became 
Chairman of Tata Teleservices in October 2005, 


is doing everything he can to get his and his 
company’s point of view on spectrum across 
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GRAPHICS BY PINAKI PAUL 


time, that companies pay for spectrum, say Rs 1,500 : 
crore for providing services across the country. Over : 
the past few months, he is believed to have written : 
about three letters to the government putting across : 


his point of view. 


There is merit to Tata's arguments, although : 
adopting it could mean revisiting, at least in part, the : 
New Telecom Policy of 1999 (NTP 99), which replaced : 
a licence-fee regime with a revenue sharing one and : 
kick-started India’s mobile telephony revolution. It : 
could also mean reviewing the unified licensing : 
regime that came into effect in 2004, and effectively: 
allowed companies that originally had licences 1 ๐ : 
provide fixed telephony services to offer mobile : 
telephony ones under pretty much the same terms as ; 


cellular companies did. 


The services of the fixed telephony companies : 
were built on the CDMA (Code Division Multiple : 
Access) technology, a spectrally-efficient wireless : 
technology that is popular in some parts of the world : 
while those of the cellular companies were based on : 
GSM (the popular standard for wireless telephony as : 
evident from the fact that the name has outgrown its : 
acronym and become a noun), but the issue was : 
never about technology, although the competing : 


lobbies initially made it out to be that way. 


The real issue was access to India's booming : 
mobile telephony market. It was about companies that : 
had initially missed out on bagging licences to offer. : 
mobile telephony services going out and doing just that : 


(offering mobile telephony services). 


Tata Tele & The Rest: Subscribers 


fl 955,147 








พ Dec. 2000 © Dec. 2003 I April 2006 
*BSNL and Reliance Info did not services in 2000 
**Tata Tele figures not available. They were in markets like Andhra Pradesh only 


THE TATAS IN TELECOM 


WHAT WENT WRONG 

@ Late starters in the wireless business. 
Got into the business on a full-fledged basis 
only after the unified licensing regime 


@ Not perceived to be very aggressive in a 
market dominated by aggressive players like 
Bharti, Hutch, BSNL and Reliance 


@ VSNL was disinvested in early 2002. The 
Tatas had to face a situation of losing their 
monopoly in the international telephony 
business 


@ Both BSNL and MTNL were looking to start 
international telephony services on their 
own, which meant VSNL had to look for 
other business avenues 


NOW WHAT? 

@ Tata Teleservices has announced aggressive 
promotional schemes like the recent one 
of incoming calls free for two years 


@ The group is looking to offer all the services 
under the Tata Indicom brand name, which 
means it can get across to more customers 


@ Going overseas is a clear strategy—TGN and 
Teleglobe are cases in point 


@ Broadband will be the big story in addition 
to enterprise solutions 


TTSL: None-Too-Impressive Numbers 


Number of subscribers 9.389 million 
Paid up equity capital Rs 7,000 crore 
Debt Rs 6,300 crore 
Investments in 2006-07 Rs 4,000 crore 
Investments to date Rs 15,000 crore 
Estimated revenues Rs 5,320 crore 
Average revenue per user (ARPU) Rs 500 per month 
depreciation and amortisation) Rs 1,862 crore 
Valuation on the basis of Temasek's 9.9 per cent 
acquisition for an estimated Rs 1,575 crore ฟิ ร 15,900 crore 


Source: Industry 
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VSNL: There And Back Again 
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When the government started giving out spectrum 
to the CDMA companies, it offered them less, citing the 
technology’s spectral efficiency. That should put the 
CDMA lobby soundly behind Tata. If it doesn’t, it is 
because the country’s largest CDMA telco, Reliance 
Infocomm, has a little over 19 million subscribers (at the 
end of April 2006, making it the country’s second 
largest mobile telephony player after Bharti Tele- 
Ventures), and isn't averse to a subscriber-based allo- 
cation of spectrum. 


SOUMIK KAR 


AN 
TAT 
indicom 
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Tata’s Tata Teleservices. Limited (TTSL), which 
jumped into the mobile bandwagon only after the 
unified licensing regime came into play, in 2004, well 
after Reliance did (in late 2002), boasts around 9.5 mil- 
lion subscribers, and a subscriber-based spectrum pol- 
icy could hamper the company's growth. 

That could, at one level, put paid to Tata's ambitions 
of making his group a heavy-hitter in the booming tele- 
com space: Both TTsL and VSNL (Videsh Sanchar Nigam 
Ltd), a long distance telephony player the group 
acquired from the government in 2002, are on the 
comeback trail (numbers would suggest that they have 
come back), and the last thing they'd like is a policy 
regime that isn't conducive to them. 


Late-starter To Aggressive Player 


| 2001-02* — 2002-03 2003-04 2004-05° —— 2005-06 — In the four months between January 1 and April 30 this 
| prin Rs crore PR Sa เษ น์ year, TTSL added 1.26 million subscribers. Industry 
| ncome perating Profi et Profi er Hee Tp ร ๒: 

i *At the time of disinvestment — eConsolidated figures mfor nine months leader Bharti did 4.35 million, and Reliance, 2.47 


million. Despite boasting a subscriber base of over 
102 million (April 30), India’s mobile telephony story 
is far from over. “The game in other markets is over as 
far as new entrants are concerned,” says Darryl Green, 
CEO, TTSL, adding that there is nothing that matches the 
excitement of being in this market in India. “The 
number of players means fierce competition.” 

In many ways Green’s presence in TTSL is itself 
indication of the company’s seriousness. The American 
was hired from Vodafone KK, Japan, where he was 
President & CEO and has overseen the company's 
efforts to break into the big league in the Indian 
telephony space. However, despite its best efforts—the 
recent non-stop-mobile offer from the company, for 
instance, where it offered free incoming for two years 
without a need to recharge—legacy factors ensure 
that it trails the other large companies, although 
Green is convinced that this isn't such a big issue as it 
is being made out to be. 

Nor is making money in a context where tariffs are 
on a down slope. *An incremental minute (of usage) can 
add as much as 80 per cent to your gross margins," 
explains Green. Indeed, in 2005-06, TTSL’s revenues in 
the last quarter (January to March 2006) are rumoured 
to be twice its revenues in the first (April to June 
2005). Much of that has come from aggressive growth- 
oriented strategies, including lower tariffs, promotions 


DARRYL GREEN 


CEO/ Tata Teleservices Ltd 


“If you want to be among the top three players 
in the market (and TTSL does) you must have 
a market share of at least 20 per cent” 
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PROVIDER 


Inspiring Chemistry 


Chemistry is the core competence of LANXESS 
Plastics, medicines, chemicals, personal care 
products, leather, textile... LANXESS touches 
human lives in many forms. The chemical industry 
is metamorphosing and LANXESS is playing 

a leading role as an impulse provider. 


LANXESS 


Energizing Chemistry 


LANXESS India Private Limited, Kolshet Road, Thane, Maharashtra - 400 607. Tel.: 022 25311234 
Tee ก ว ว 25455020 Fanmail corn com@lanye AL com 
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and alliances with Chinese handset manufacturers 
such as ZrE and Huawei to reduce the cost of going 
mobile. By 2011 (five years from now), claims Green, 
TTSL will have 100 million subscribers on its rolls. 
India's telecom ministry expects the country to have 500 
million mobile connections by 2010 (by 2011, going by 
these numbers, it should have around 570). TTSL’s 
share works out to around 17 per cent. “If you want to 
be among the top three players in the market (and TTSL 
does) you must have a market share of at least 20 per 
cent," says Green. 


VSNL Vs Sensex 
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N. SRINATH 


Executive Director/ Videsh Sanchar Nigam Ltd 


“After the TGN buy, we could compete on a 
global basis. In five years, we will look more 
like an IT company rather than a telecom one" 





India’s low average revenue per user (ARPU) of Rs 
400 per month (TTSL claims its own is Rs 500 per 
month) could be a cause for concern (volumes could 
come at the cost of profit margins), but that doesn’t 
worry Ravi Menon, Managing Director and Co-Head 
(Investment Banking), HSBC Securities and Capital 
Markets. “Yes, India does have a low ARPU, but since 
capex costs have fallen, EBIDTA (earnings before inter- 
est, depreciation, taxes and amortisation) margins will 
be healthy." Menon's opinion on India and Green's on 
his company is shared by private equity firm Temasek 
(it is the investment arm of the Singapore govern- 
ment) that recently acquired a 9.9 per cent stake in TTSL 
for an estimated $350 million (Rs 1,575 crore). 


An All-new Global Player 

The Tata Group has also managed to turn around 
VSNL, an international long-distance (ILD) company it 
acquired from the government in 2002. Soon after, the 
company’s monopoly on the business ended (as it was 
expected to), the Tata Group delayed entering the 
national long distance (NLD) telephony business (li- 
cences for which had been given to VSNL free in return 
for the premature termination of the monopoly on ILD 
telephony), and with TTSL being a slow starter, the 
company saw its numbers falling. Bharti and Reliance, 


Tata Teleservices: 
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Figures are average monthly prices in Rs *Till May 26 
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Figures are average monthly closings in points 





Figures in per cent Source: Industry 
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VSNL'S KEY ACQUISITIONS 
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Company/ Acquired in 
e Gemplex/ July '03 


@ Dishnet DSL/ March'o4 — R 
@ Tyco Global Network, Nov. '04$130 milion 
@ Teleglobe; July '05 | 





for instance, had vibrant local operations (as well as NLD 
and ILD licences) and they leveraged this to good effect 
pushing their own traffic onto the international network. 
The economics of interconnect also meant that a telco 
that had a presence in all three made more money 
from every international call than one that was merely 
present in the international telephony space. 

All along, however, says N. Srinath, Executive 
Director, VSNL, the company was working to move 
from being a “wholesale monopoly” to a *multi-busi- 
ness competitive company". "Getting into national 
long distance telephony was an immediate and logical 
extension," he adds, but with voice tariffs across local, 
national and international telephony on the decline, the 
company wanted to look at the real sweet spots in the 
market. These were enterprise business, and a global- 
scale operation in international telephony. The company 


HEMANT CHAWLA 





92 BUSINESS TODAY [UNE 18 2006 


What the acquisition does for the company 
Gives VSNL a position of strength in the Virtual Private Network space, which is - 
Said to be doubling every year in value terms in the US 


: Ges VSNL aooess to owe 600 owned and rchised rales Tis means 
VSNL can be a big broadband player 


Gives VSNL a เก ลน network ining Tokyo othe US West Ghat 
and onto Europe. Makes VSNL a key player in the international bandwidth game 


Teleglobe is an international carrier. The acquisition makes VSNL a leading payer 
in the wholesale services game and in the ILD business 


managed to do the second by adopting the acquisition 
route (see VSNL's Key Acquisitions). The 2004 acquisi- 
tion of TGN (Tyco Global Network) helped VSNL com- 
plement its own international network (TGN connected 
Tokyo to the us West Coast, and then to Europe, and 
Tokyo to Singapore). *Our services before the TGN 
acquisition were India-centric," says Srinath. “Now, we 
could compete on a global basis.” 

And the $239-million (Rs 1,076-crore) acquisition 
of Teleglobe helped VSNL address the other problem it 
faced. “We were not getting enough (international) traf- 
fic from the others and were dependant on players such 
as TTSL and others, who did not have a licence,” says 
Srinath. Teleglobe, however, was a big player in the traf- 
fic-to-and-from-India market. 

Thanks to the acquisition, of the 12 billion minutes 
that the Indian international telephony market will be 
worth in 2006-07, VSNL (with Teleglobe under its 
belt) will account for 4.8 billion (40 per cent). VSNL’s 
acquisitions, a Mumbai-based equity analyst points 
out, have also helped it control costs and increase 
profit margins. And they have also come cheap. “An 
acquisition like TGN at a cost of $130 million (Rs 
585 crore) is small considering the potential in the busi- 
ness,” he adds. 

VSNL has also made an entry into Africa, considered 
the next big market for telcos after Asia by almost 
anyone in the business, by acquiring a 26 per cent 
stake in South Africa’s Second Network Operator 
(SNO), a provider of services that include fixed telephony 
services, data, internet and broadband. In five years 
(though the first service will be launched in July this 


KISHOR CHAUKAR 


Managing Director/ Tata Industries 


“The future will see us increasing our 
footprint, ramping up the subscriber base and 
offering more value-added services globally” 
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Two Countries 


One Cooling Solution 





The Delhi Metro Rail Corp. and the ICICI 
Towers in India; the UAE's Gulf District Cooling 
and Emirates Tower, Dubai. These are just 
some of our many satisfied clients. 


With more than 30 years of international 
experience, the client list of ETA's 
environmental control system division is long 
and impressive. We offer more than tum-key 
solutions. 


Contact ETA for all your requirements for Air 
conditioning and Electrical Services, Whether 
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industrial complexes. 


Products : Packaged Airconditioner, Ducted 
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Coil Units. 


Services :Design & Build Solutions, 
Contracting & After Sales Service. 
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year), says Srinath, “SNO will be up and running and that 
will contribute a big chunk of our revenues". However, 
he expects the company's Us and European operations 
to be bigger. *In five years, I think we will look more like 
an IT company rather than a telecom company." Enam 
Financial Consultants' Vice President Salil Pitale believes 
that some of India's larger telcos are well placed to 
harness the power of the broadband infrastructure to 
offer high-end value-added services (virtual private net- 
works or VPNs, data centre hosting, business continuity 
planning and the like) to their consumers. 

That move towards data is crucial; voice is rapidly be- 
coming ล commodity even in the international telephony 
business, one reason why, despite its acquisitions, VSNL’s 
numbers do not come close to its 2001-02 high. And as 
this magazine goes to press, international bandwidth 
major FLAG Telecom, now owned by Reliance Comm- 
unication Ventures, has gained access to one-time part- 
ner VSNL’s landing station in Mumbai. This comes after 
the International Court of Arbitration allowed FLAG 
to sell bandwidth directly to end users in India. More 
significantly, FLAG could also be compensated for VSNL’s 
earlier decisions to prevent it access to landing sta- 
tions. In short, this will free a huge quantity of bandwidth 
and will also lead to a fall in bandwidth prices. 


Getting It All Together 

Tata has always wanted to see all the group's 11 com- 
panies under one umbrella (which has now happened 
with TCS), and all the telecom companies under another. 
The second would involve the Tata Group buying out 
the government’s residual 26 per cent stake in VSNL and 
then merging TTSL with it. 

That fits in very well with the vision Kishor Chaukar, 
MD, Tata Industries (one of the men behind the group's 
telecom foray), has for the future of telecom services of 
the kind TTSL offers and rr services of the kind VSNL does. 
"Convergence is what it will be about," he says. 
"Companies, for instance, would like a single window rel- 
ationship that will cover rr and telecom-related services." 

That (the merger), though, is in the realm of spec- 
ulation according to Chaukar. VsNL has risen from the 
ashes to become a strong international bandwidth and 
value-added services player, and TTSL is today the coun- 
try's fifth largest mobile telephony company (in terms of 
subscribers). “The future will see us increasing our 
footprint, ramping up the subscriber base and offering 
more value-added services," says Chaukar. 

For the first time since it entered the business, the Tata 
Group looks like a serious contender in the telecom- 
munications space. It would be a pity should that change 
and TTSL suffer a setback because of the spectrum issue. 
Which could explain why Tata himself is keen that this 
doesn't happen: the stakes are so much higher now. m 
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THE INS AND OUTS OF SPECTRUM 
An explanation of what the fuss is all about. 


Where do things stand now? | 

An empowered Group of Ministers, headed by Defence 
Minister Pranab Mukherjee, is looking at the DoT 
(Department of Telecom) policy on spectrum allocation. 


Who's fighting the battle? 

Ratan Tata, for one, who has shot off letters to DoT, the 
Communications Minister and the Prime Minister on the 
need for a more comprehensive approach to the allocation 
of spectrum. And the Cellular Operators Association of 
India, whose constituents, all GSM telcos, stand to ben- 
efit from the policy, has come out in favour of it. 


A reason to smile: | 
Amba it | 





What does DoT's policy say? 

That GSM operators will get a maximum allocation of 15 
Mhz per circle and CDMA ones, 7.5 Mhz. Today, GSM 
operators do a maximum of 8 Mhz (although more has 
been given to some companies on a case-by-case basis; 
Bharti has close to 10 Mhz in Delhi), and CDMA, 5 Mhz. 


Why has subscriber base become a contentious issue? 
Simple, because DoT has retained its existing policy 
prescribing a specific number of subscribers that the op- 
erators have to achieve before they can be eligible for fresh 
frequency (spectrum). According to this, Bharti is now 
eligible for 15 Mhz in Delhi where it has over 2 million 
users. Reliance, however, will get 7.5 Mhz only when it 
reaches the 2 million mark in the city. DoT has specified 
the numbers at which operators will be eligible for extra 
spectrum for each circle and for GSM and CDMA players. 


Who gains, who loses? 

Large mobile telephony firms that use GSM (such as 
Bharti and Hutch) win. So does Reliance, a CDMA firm 
that has a huge number of subscribers. Tata Teleservices, 
with less than 10 million subscribers, is a clear loser. 
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t I-to-end logistics. Joining forces with Exel has made us 


Discover a new dimension to end-to-end 
number 1 in logistics — and an ideal partner for your business. Our shared experience and 
consolidated expertise let us develop and manage innovative supply chains for any industry 
No matter the size — from small and medium-sized enterprises to global players — for each and 
every customer we design a solution tailored to their needs, backed up by in-depth analysis 
and consultation. Get peace of mind knowing that we use cutting-edge IT, giving you seamless 
integration, full transparency and control. Get everything under one roof - only from DHL. 
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Transition Pangs 





With its bread-and-butter business of statins coming under pressure, 
Biocon's leap to drug innovation looks that much more difficult. 


RAHUL SACHITANAND 


T’S BEEN A BUSY AND TOUGH YEAR FOR BIOCON'S 
Chairperson, Kiran Mazumdar-Shaw. First, 
the Karnataka government launched a probe 
against the Bangalore-based biotech company 
for allegedly importing from China and mar- 
keting in India a neurological drug, methylcobal- 
amin, for the past seven years without an import 
licence (Biocon says this issue was only a procedural 
lapse and denies that it had to pay a fine when it reap- 
plied for and obtained a fresh licence). Then, while 
Biocon's fourth quarter results were better than the 
previous quarter's, analysts were still worried about 
the growing price pressure on its bread-and-butter 
business of statins and a soaring R&D budget. 
Mazumdar-Shaw, 52, responded by hitting the 
road. When this writer met her, the lady had just ret- 
urned from a hectic trip to Belgium and Switzerland, 
where between attending conferences and sympo- 
siums, she squeezed in business meetings. Barely 48 
hours later, she was once again packing her bags 
for trips to Israel and Jordan, not to mention the day 


DEEPAK G. PAWAR 


See-Saw... 


It's been a rough ride for Biocon. 
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A Biocon lab: Work in 


progress 
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trips she had to make to Delhi and Mumbai on those 
two days. 

eing the best-known face of biotech in India 
means that Mazumdar-Shaw’s time is not entirely her 
own. But the bigger reason behind her frenetic sched- 
ules these days is the fact that she's in the middle of 
navigating her 25-year-old company through a crucial 
phase in its evolution. Born as an enzyme manufac- 
turer, Biocon today makes generic drugs—including 
statins, which are cholesterol-lowering drugs—and 
nurses aspirations of being a drug innovator. But 
managing the delicate balance between investing for 
the future and satiating the investor's appetite for 
returns at a company that listed a little over two 
years ago isn't proving to be easy. Biocon's generic 
business has come under fire from Chinese com- 
petitors, while investment in new facilities, besides 
R&D, have added to profit pressures. For 2005-06, 
Biocon’s sales grew 11 per cent but net profits shrank 
12 per cent. “The year ahead will be a challenging one 
for us,” admits Mazumdar-Shaw. 
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KITESH SHARMA 


Biocon's Mazumdar-Shaw: 
Challenging Times 





A Battle Literally 
NU The Bourses Too Over the last two years, Biocon has invested a massive 


Rs 450 crore in a production facility to boost its 
statins business, especially Simvastatin and Pravastatin. 
The idea being to get a toehold in the US generics mar- 
ket when the patents on the two drugs expire in 
June this year. The addressable market is estimated at 
$10 billion (Rs 45,000 crore). But Biocon won't find 
the going easy. “This is a huge opportunity for 
Biocon, but it’s also a huge risk since there will be 
around 10 other global vendors fighting for a share of 
the same pie,” points out a Mumbai-based analyst. 
More importantly, the company’s new biologics facility | 
hasn't yet been certified by the us Food and Drug 
Administration (USFDA), although an application for ins- 
pection has been made. 
Biocon already sells Pravastatin and Simvastatin in 
Europe, and has significant market shares (20 and 
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40 per cent, respectively) but it'll have to wait for the 
USFDA approval before moving into the bigger and 
more lucrative market. But how does Biocon plan to 
deal with Chinese competition, which has been re- 
sponsible for driving down prices by as much as 50 per 
cent in some statin categories over the last 12 months, 
in the us? With a superior processs technology. 
. Apparently, the Chinese statin makers rely on syn- 
thetic molecules, while Biocon will adopt a double 
fermentation process. Why? Two reasons: One, Biocon 
believes it has superior fermentation skills and, two, a 
double fermentation-based statin will be much harder 
for a competitor to copy. (The biologic facility not just 
beefs up Biocon's bio-manufacturing and bio-process- 
ing skills, but also makes it the only large-scale producer 
of antibodies and cell omer products in India.) 
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ฉั เพ อ น เร ก wil, homser, occupy just one part 
of the spanking new 90-acre Biocon Park. Another 
part has been devoted to developing proprietary drugs 
based on monoclonal antibodies (read: cancer vac- 

cines). "We want to target areas where there are no cures 
or where existing treatment options have nasty side-ef- 
fects," says Arun Chandavarkar, Biocon's Chief 
Operating Officer, who moved from manufacturing 
soon after marketing head Ajay Bharadwaj quit re- 
cently. The first such MAB to treat head and neck cancer 
may be launched by the end of the year, and work on 
drugs related to arthritis, lupus (an autoimmune disease) 
and other types of cancer is under way. “We are just 


beginning our foray into a market that is expected to 
grow in the high double digits over the next three- 


four years," says Chandavarkar but admits that, *we are 
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The express industry globally supports 1.25* million 
jobs currently 


It is expected to generate almost 4.5* million jobs 
globally by 2013 
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Express Distribution and Supply Chain Solutions 


Businesses that choose WebEx's Collaborative new pace of business. Just plug in and begin or 
Interactive and Instant Online Conferencing solutions presentations or meetings with people across the globe 
are the ones that choose to evoive and in real time! That's why over 24.00 organizations 
Once vou switch to WebEx. vou discover enhanced worldwide are conducting more than 1 50,000 meetings 
productivity, great time and cost Savings, and a whoie through WebEx on an average day 
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Call 1800 425 3535 / 080-22286377 now for a free demo. Or email 
indiamarketing@webex.com For more on WebEx and its services visit www.webexindia.com 
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way behind some established names like Genetex." 

The Mass that Biocon is working on are considered 
second-generation chimeric or “humanised” MABs, 
compared to the older murine (i.e., antibodies generated 
by injecting a foreign substance or antigen into a 
mouse) variants of some of Biocon’s competitors. 
According to estimates, the global MAB market could 
grow from $15 billion (Rs 67,500 crore) last year to 
around $26 billion (Rs 117,000 crore) by 2010, with 
a dozen new variants expected to hit the market. 
Pharma giants such as Roche and Johnson & Johnson 
are just some of the companies operating in this market, 
which already has 500 MABs under development by 
more than 200 companies worldwide. 
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Biocon's project of pride, however, is its bid to 
develop an oral insulin—a breakthrough compared to 
the existing dosage forms of insulin (either injectible 
or inhalant). In India alone, there are an estimated 32. 
million diabetics, besides which the us could prove a 
big market for a cheaper generic. According to a 
report by equity research firm Motilal Oswal, “reg- 
ulators both in the Us and Europe have indicated 
their willingness to frame detailed guidelines for 
approving generic biotech products". It is Mazumdar- 
Shaw's dream to turn the oral insulin into the first 
blockbuster drug from India. If the clinical trials are 
successful, it may actually hit the market in 2009. 

End of March this year, Biocon acquired for $5 
million (Rs 22.5 crore) a bankrupt drug development 
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company in the Us called Nobex, with which it had ล deal 
for global co-development and commercialisation of 
oral insulin and oral B-type natriuretic peptide (BNP), a 
sub-part of a protein that helps reduce congestive heart 
failure. Among the trial drugs that come with the deal are 
an oral insulin for type 2 diabetes, another for inflam- 
matory bowel disease and yet another for cardiovascu- 
lar disease. That apart, Biocon gets full ownership of the 
oral insulin and oral BNP programmes. *We propose to 
leverage these proprietary assets through a combination 
of licensing and co-development partnerships," 
Mazumdar-Shaw had said at the time of acquisition. 
However, so far, no such deal has been struck. 


Worries Remain 

Even as Biocon stays on its slow and searching growth 
path, its stock price continues to be a source of worry 
for some analysts. *The performance of the Biocon mar- 
ket in a bullish market (the recent corrections notwith- 
standing) is strange," says Darshan Mehta, CEO, 
Anagram Securities. “There had been a huge interest in 
the counter for the first week after it listed and then it 
faded away dramatically." For instance, even as the 
Sensex topped 12,000 (before crashing and then 
recovering some), Biocon stayed put in the Rs 400-500 
band. When this magazine went to press, it was quot- 
ing at the lower end of the range (Rs 405). 

Mazumdar-Shaw, however, has been crying herself 
hoarse trying to explain why Biocon cannot be com- 
pared to IT companies, which in some sense tend to set 
the stock market expectations. “We are a profitable 
company and we will use money from initiatives such 
as contract research and older businesses such as statins 
and enzymes to support them," she says. 

Maybe, but not to a large extent. Syngene, Biocon's 
contract research arm, contributed Rs 100 crore to the 
company's topline last year, but Clinigene, the clinical 
research business, is relatively new and fetched just Rs 
5 crore last year. Syngene is expected to spend Rs 60 
crore in its second phase of expansion, while Clinigene 
has a Rs 5-6 crore budget for its new facility being set 
up this year. “(Biocon’s) long-term future looks good, 
but it has several hurdles to negotiate in the next cou- 
ple of years," says Jayashree Mapari, Senior Research 
Analyst, Frost & Sullivan. 

The issues that face Biocon today aren't unique 
to it. Indian pharma giants such as Ranbaxy Labo- 
ratories and Dr Reddy's Labs are faced with the same 
problem of having to invest in their future (read: 
innovation of drugs) even as their mainstay generics 
business faces stiff competition in the us. But as these 
two companies have discovered, it doesn't pay to cut 
back on R&D to beef up the next quarter numbers. And 
Mazumdar-Shaw too knows that well. m 
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-INFRASTRUCTURE LOG 


-DAY 16: It's out of control. It takes people forever to 
access...everything. We can't get anything done. We're so 
inefficient. There's got to be a better way. 


-DAY 17: Gil says he’s found one: aerodynamic bodysuits. 
He says everyone will be able to work faster and better now. 


_DAY 21: I’ve taken back control with IBM WebSphere 
Portal - a simple and fast start to a service-oriented 
architecture. It works with what we have and integrates 
the apps, processes and info our people need to do their 
jobs effectively. Works with our customers and suppliers, 
too. Now we have a customisable interface that puts 
everything at our fingertips. 


_Productivity is up. Gil says that’s great, but he 
refuses to take off his suit. 


Download IBM's WebSphere Portal ROI Too! at: 
IBM.COM/TAKEBACKCONTROL/PORTAL 
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Samuel J. Palmisano 
Chairman, President & CEO/ IBM 


“India 
Represents 
Our Ability 
To Connect 
Innovation 


With 
Customer 
Solutions" 


OUR YEARS AGO, SAM 
PALMISANO took over as IBM's 
Chief Executive Officer (and 
also as tbe Chairman a year 
later). Since then, be bas been 
driving the blue-chip firm aggressively in 
new spaces, even while vacating some 
of its existing strongbolds—like the 
sale of tbe PC business to Lenovo. 
Part of tbe new strategy entails glob- 
alising IBM's core competence and 
seeking out a presence in emerging 
markets. Abead of bis visit to India 
in early June for 1BM’s first global 
analyst meet in tbe country, 
Palmisano, 54, took some time 
A off from his schedule to speak 
with Anil Padmanabhan 
at the tech giant’s head- 
| quarters in Armonk, 
EN New York. Excerpts 
he from an exclusive 
interview: 

















This is IBM's first annual global analyst 
meet in India—also the first outside 
North America and Europe. What 
prompted it? 

We have had analyst meetings out- 
side the United States before. It 
wasn't so much as us being outside 
the us for the first time. It is the 
first time that we have been in an 
emerging market. It really began 
with the employee meeting, which 
then led to the analysts meeting. 
We were in India from the early 
50s to the 1970s. We went back 
in the early 1990s, and since then, 
we have made major investments. 
We have now nearly 40,000 people 
there. [ am over there a couple of 
times a year. Last fall when I was 
there, I felt that everyone at IBM 
was not aware of what we had cre- 
ated. So, I felt that the best way to 
tell all the Indian employees of what 
we have created is to get them all 
together. And then we got into the 
logistical challenge—so we are build- 
ing this large tent for 10,000 people 
and then we will have others 
throughout the country who can 
see a live webcast. But the most 
important thing was to get all of 
them together—after all, we (are) 
the biggest rr company operating 
in India—and thank them. The 
President (Abdul Kalam) was kind 
. enough to agree to join us. 

The analyst meeting is different 
in the sense that it was important 
that the investor community 
understands IBM in India, and IBM in 
the emerging markets. We just felt 
that it was important that the 
investor community understands 
IBM's presence in the emerging mar- 
kets and the growth opportunity 
these markets represent. So the 
analyst meeting was a broader 
thought. Having lived in Asia—in 
fact, all over the world—for a 


couple of years, I just learnt that 
unless you experience it by being 
there, you won't get a feel for the 
change. I started going to China 
about 15 years ago, and if you do 
that two-to-three times a year over 
that period, you see a dramatic 
change. I have been going in and 
out of India for the last few years 
and you can see the change, espe- 
cially in cities like Delhi and 
Bangalore. You can't appreciate it if 
you are not physically present in 
the country, to get a sense of the 
excitement that is being generated. 
[ just felt that it would be a good 
opportunity for our investors to see 
some of the things that are going on 
in the emerging markets. 


So, are you also flagging the fact that 
India with its large base of skilled man- 
power is a gateway to future innovation? 
Broadly speaking, we see tremen- 
dous talent—well educated, hard 
working—entering the global econ- 
omy. That is true in India, Latin 
America and Eastern Europe. 
Clearly, IBM wants to tap into those 
capabilities, because at the end of 
the day what we really do is more 
about innovation in human cre- 
ativity than capital structure and 
manufacturing facilities. Everyone 
associates emerging markets with 
low skills and labour costs. That is 
not the case. There are tremendous 
skills in these advanced areas around 
the world—India included, of 
course. We just felt that it was 
important to build our solutions 
centre there. The other thing is that 
in addition to these more innovative 
skills, not just to what people often 
refer to as labour arbitrage—it is a 
term we have never used at IBM—it 
is just finding the person with the 
right capabilities to do the work, 
whoever it happens to be. 


What we are trying to do is to 
connect all of our capabilities— 
from our most advanced skills that 
exist today in innovation, inven- 
tion and all the work we do in our 
research and all our other neces- 
sary skills that we use to solve our 
clients’ problem. India represents 
our ability to connect these two 
dimensions. We have tremendous 
capability in the advanced areas, 
we get more patents than anybody 
else in this world. Similarly, we 
have tremendous experience in busi- 
ness process consulting. And, we 
want to connect those skills with a 
lot of other capabilities that exist 
within India. We just felt that there 
was a role in bringing these two 
sets of capabilities together. 

Clearly, India will advance over 
time with respect to capability. It is 
not a question of just great educa- 
tion systems—India already has 
great educational institutions. It is a 
question of experience. It is the 
combined learning, over decades, 
that give you this insight and knowl- 
edge, and not just smart young peo- 
ple entering the workforce. What 
we are trying to do is combine 100 
years of experience and knowledge 
with great talented young people 
who are now entering the global 
economy. We are trying to bring 
these two factors together. As I 
mentioned, clearly, India has a huge 
role in this—so does China, Eastern 
Europe and Latin America. We 
don't view it as totally India or 
totally China—we want to connect 
our capabilities all around the world 
so that we can bring the best to 
our client experience. 


How important is India—with its 
underlying economic potential—as a 
market for IBM's products and services? 
If the economy continues to grow 


“We are making aggressive investments in the local business 
on the assumption that the economy will continue to expand" 
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"It is not easy (for an Indian IT company) to move up. Because 


it is not just a question of skills, but of learning and experience" 
lesen mA d LL. ว ,,, 610 


at 7-8 per cent, there is a tremen- 
dous growth potential. This pace 
will increase as more people enter 
the middle class, people experi- 
ence higher incomes and con- 
sumption levels rise. Our business in 
India is growing very well. We are 
excited about the opportunities and 
see tremendous potential as the 
economy expands. We have grown 
very quickly over the last few vears 
and on a huge growth trajectory 
last year—over 50 per cent in the 
first quarter. We are making very 

aggressive investments in the 
the 
assumption that the Indian 
economy will continue to 
expand. We see it that 
way. The Indian gove- 
rnment is very supportive 
of business and economic 
growth and expansion, 
and we see the Oppor- 

tunity in participating 
in that. 
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Increasingly, services are being com- 
moditised and hence enabling clients to 
un-bundle them and offer it to different 
vendors. Take the ABN AMRO deal as 
an example. So how is IBM dealing 
with the process of un-bundling and 
also the fact that several Indian players 
have begun to nibble away at these 
high value added contracts? 
Both issues are quite different. If 
you take the ABN AMRO example, 
then it was a large outsourcing deal. 
Over the years, multiple times, we 
have teamed with people 
in large outsourcing 
deals. So there is 
nothing new in 
the deal going 
to multiple ve- 
ndors. What is 
B new here is 
- that Indian fir- 
=F ms beat an IBM 
and an Accen- 
๒ ture for the app- 
lication develop- 
ment work. Many 
times in large con- 
tracts you had 
multiple 















parties providing the services and 
they expect us to work together 
and manage all that. So ABN AMRO 
was not unique. In fact, it was a 
continuum of those kinds of struc- 
tures that have existed for a very 
long time in very large outsourc- 
ing contracts, 

Your other question is that 
Indian companies are now 
attempting to move into higher 
value work. We think about this 
differently. We have been doing 
high value work for a very long 
ume. | could argue that we have 
been doing that for 85 years and 
what we are trving to do is to add 
capabilities tO complement this 
work. And not try and become 
something that we already are. So 
we really view it differently. 

We already have this knowl- 
edge, learning and experience in 
the higher value segments. We also 
have a tremendous amount of 
resources in this segment. What we 
are trying to do is to combine and 
connect the two. Connect the 
capabilities of our Global Solutions 
Centres in India, take our knowl- 
edge and intellectual property trans- 
ferred to our people in India and 
then combine these capabilities. The 
Indian firms are trying to move up 
and we are just continuing to take 
what we know and expand it. Our 
value proposition is quite different. 

It is not that easy to move up. 
The reason | say that is because it is 
not just a question of skills. But it is 
a question of learning and experi- 
ence. We have been doing bank- 
ing systems since they have had 
computers in banks. So it is a ques- 
tion of the fact that we have 30-40 
years of knowledge in banking sys- 
tems. It is not a question that I want 
to create a banking system so I will 
hire two MBAs out of school. It is 


INVITATION TO STRATEGIC INVESTORS 


Development of 


International Convention Center 
at Devanahalli, Bangalore 


Department of Tourism (DoT), Government of Karnataka (GoK) proposes to develop an International Convention Centre 
(ICC) at Devanahalli, Bangalore. The ICC is proposed to equip the city with state-of-the-art world-class convention centre, 
which would meet the needs of both international as well as domestic business-cum-tourist clientele for various MICE 
activities including large-scale meetings, conferences and performances. 


Project highlights 
€ Over 35 acres 
€ Adjacent to new Bangalore International Airport 
€ Proposed facilities 
* 3000-5000 seats 
* Convention centre 
* Small halls of 20-200 seats 
* Upto 3000 hotel rooms 
* Large auditoria and exhibitions space 
* Wi-Fi connectivity 
* Restaurants/food courts 
* Business centres with money exchange 
facilities/ATMs, workspace etc 
€ DoT proposes to develop the ICC under Public 
Private Partnership (PPP) framework. 
Key highlights 
* Long term concession 
* Built-Operate-Transfer (BOT) type of structure 
* Financial assistance from Ministry of Tourism, 
Government of India under viability gap 
funding scheme, if required 


ABOUT THE PROJECT 





ABOUT THE BIDDING 

DoT invites applications from reputed developers, hotel operators and other interested parties, in accordance with the 
Request for Qualification (RFQ) Document, in order to shortlist competent parties and invite bids for development of 
International Convention Centre, at Devanahalli, Bangalore. The RFQ Document contains brief project profile, instructions 
to Bidders, criteria for qualification and criteria for evaluation. The same may be purchased from the office of Director - 
Tourism or alternatively can be downloaded from the website of DoT - www.karnatakatourism.org. Intimation of the 
downloading of document should be sent to Director -Tourism by RON 
facsimile and by email to icc@ideck.net. All subsequent 

KARNATAKA 

One state. Many worlds. 


notifications, changes and amendments in the project/ 
documents would be posted only on the website. 
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Project Proponent 
Rs. 5,448/- (Rs. 5000 towards document, 8% tax and 12% surcharge over the tax) ojec P op 
| ล. ก” G Kumar Naik, IAS 
| Mode of Payment Cy F. Director, Department of Tourism 
=e Tie = (แจ 2nd Floor, West Entrance, Khanija Bhavan, Bangalore-5600( 
Acrossed demand draft drawn on Nationalized/Scheduled Bank in favour of Tel: 080 2235 2828, Fax: 2235 2626 www.karnatakatourism.org 
Director - Tourism at the time of purchase of document or in case RFQ document Project Advisor ı d . 


| ; 
is downloaded from website, at the time of submission of Application Sunil Pareek/Jayakishan 


Infrastructure Development Corporation (Karnataka) Limited 


Last date for submission of Application for Qualification is 04th August 2006 upto 1600 IST Infra House, 39, 5th Cross, 8th Main, R.M.V. Extension, Sadashivanagar 
— Bangalore - 560080 Tel: (080)-23613014/ 15 Fax (080)-23613016 


In case of any queries/clarifications on the Project/ documents, please contact : DoT/iDeCK ibd dd 
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“IBM is not restructuring, but rebalancing its capabilites. We are 
trying to get the best people at the best cost at the right place" 
LaL e Los ndn RS ISI RE 





quite different. It is a lot of 
knowledge, experience, 
methodologies and tools that 
we built up over time. So 
that's the difference I would 
say between us and the firms 
that are trying to go from 
doing application work to 
high-value projects. 


How relevant are mergers— 
Daksh and NetSol—and 
acquisitions to IBM's overall 
growth strategy? 

We see acquisitions as 
adding strategic capabilities. 
Daksh added for us strategic 
capability. It is not just about 
buying revenue. We have 
capability and we want to 
buy things that we can glob- 
alise—scale the capability— 
to get incremental growth 
out of it. So Daksh worked 
perfectly, because it was a 
very good business that was small 
and we could ramp it up into IBM's 
global infrastructure. 


As part of your overall restructuring, 
you have cut back on workforce num- 
bers. In the long term, are you planning 
to pick up these numbers in emerging 
market offices of IBM? 

It is actually a rebalancing, in many 
ways, of capabilities. We are try- 
ing to get the best people at the 
best cost at the right place. So when 
we see opportunities for great skills 
at competitive cost—whether it is in 
India, China or elsewhere—we are 
very attracted to that. At the same 
time, where we saw parts of our 
operation where we don't see the 
same opportunity or skill base, we 
engage in rebalancing. We rebal- 
anced aggressively last year out of 
some areas into Eastern Europe, 
India, Latin America and China. 
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The challenge for certain parts of 
the world in general—not just an 
IBM issue—is that more and more of 
the population in developed coun- 
tries is aging. At the same time, 
there are parts of the global econ- 
omy that are witnessing a shift to 
younger demographics of people 
entering the workforce and we need 
to be able to take advantage of this 
opportunity. We have been doing 
some work for the Us-based Council 
for Competitiveness. And we found 
that 100 million jobs will be created 
around the world. The challenge 
to emerging markets and developed 
economies is to how you develop 
the capabilities to compete for these 
jobs. From an IBM perspective, we 
will look to ensure that we invest in 
those areas where the skills are 
being created. Whichever country in 
the world is willing to make those 
investments to create those skills 


for IBM's future growth, well 
we are going to go and invest 
there—because we need 
those capabilities. 


You have reorganised IBM by 
hiving off the PC business, but 
retained chip manufacture. 
Why is that? 

If you look at our view of 
what is going on, the PC 
opportunity (at the enter- 
prise level) was yesterday's 
opportunity. The growth 
in the PC will be in the 
home. But we are going to 
go after the consumer in a 
different way. Not with the 
actual box—we wanted to 
be in the technology that 
goes into the home. So we 
see a huge opportunity in 
consumer electronics. We 
don't want to play at the 
PC. We want to play at the 
level of technology to various 
devices. One reason why the PC 
industry is challenged is that there 
are so many alternatives to the end 
user device—there are handhelds, 
mobiles, game consoles, internet 
television. We want to provide 
technology to people who are 
going after end-users in the home. 
At the same time, take elements 
of the home. Take game consoles. 
We won Sony, Nintendo and 
Microsoft—that is about 100 per 
cent of that space. Then you take 
high definition internet television. 
We are working with Toshiba and 
we are working with Sony and 
with some others. You say ok, then 
there is going to be mobile game 
devices—we are pursuing this 
opportunity too. That is why we 
took this strategic decision three 
years ago. We are going to play, 
but we will do it differently. 8i 
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WHEN IT COMES TO PICKING 
WINNING STOCKS ON DALAL 
STREET, THERE'S NO ONE 
BETTER THAN THESE 10. 
PRESENTING OUR THIRD 
ANNUAL SURVEY OF INDIA'S 
BEST EQUITY ANALYSTS. 


E KNOW. PUTTING OUT A LIST OF BEST EQUITY 
analvsts in times like these is a brave thing to 
do. There's not one analyst on Dalal Street— 
you say and we agree—who can claim to 





know, much less predict, why stocks behave 
the way they do. But here's our defence: Our listing of best 
analysts isn't for the past four violent weeks, but the whole 
of last financial year, when the stock markets giddily 
climbed from one high to another. The technical details 
apart, here's the real reason why you should be paying close 
attention to the men (yes, the 10 analysts who made the cut 
this year are all men) on our list. As fund managers will tell 
you, if there are any analysts you should be putting your 
money behind, it is these 10. These are stock market 
soothsayers who have a record—for at least a year now— 
of being more right than wrong. The fund managers should 
know. After all, it is their votes that determined our list of 
best analysts (see How We Did It on Page 121). 

Compiling this year's list was hard for another reason: 
The sheer churn among analysts. CLSA’s pharma analyst, Ajay 
Sharma, made it to the list, but couldn't be featured because 
he has quit the brokerage firm and is said to be joining a 
Japanese hedge fund. Another such analyst is Manish Jain, 
who quit Deutsche Bank and is said to have gotten out of 
equity research altogether. Ronnie Ganguly has moved 
from Citigroup to Deutsche Bank in Singapore, and 
Gurunath Mudlapur has quit his employer of 10 years, 
Khandwala Securities, to open his own research firm called 
Atherstone Institute of Research. "Brilliant opportunities and 
monetary gains have driven the analysts churn in the 
industry," says K. Sudarshan, Country Head, EMA Partners, 
an executive search firm. 

[Increasing sophistication of stock market instruments 
(think derivatives) and a spurt in the number of stock 
market participants (hedge funds, private equity firms) 
have boosted the demand for analysts. Sudarshan reck- 
ons that poaching will only increase over the next five 
years, as more institutional investors take a shine to D- 
Street—yes, even in these times. 





SHIRISH RANE 


34, Vice President 


EFORE THEY PICK STOCKS IN POWER, POWER 
equipment, cement or construction, most fund 
managers prefer to double-check their own in- 
tuition and assessment with that of another Dalal 
Street analyst. His name is Shirish Rane. That explains 
why Rane, a stock market soothsayer of 11 years, isn't 
just back on our list of best equity analysts for the sec- 
ond year in a row, but tops the charts with the most 
number of fund manager votes: Four. There are only 
two other analysts who managed three votes each, 
and the rest garnered two each (two was our cut-off for 
the best analysts). So what makes Rane, an MBA in 
finance from Mumbai’s Jamnalal Bajaj, such a hotshot 
analyst? *Analytical ability is my best strength, and 
equity research was the best available platform that 
helped me to utilise the skill in the best possible way," 
he says, also explaining his choice of profession. 
Rane, who was a code jock in his earlier avatar, was 
among the first analysts to spot stocks like Acc, 
Gammon India, BHEL, HCC and Jaiprakash Industries 





RESEARCH HOUSE: SSKI Securities 
SECTORS: Power and Cement 
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ahead of the latest bull run. His favourite stock, how- 
ever, 15 ACC, which he spotted way back in 2000 at a 
price of Rs 90. Over the past six years, ACC jumped 10 
fold, but is currently quoting at Rs 730 per share. 

A mix of top-down and bottom-up approach has 
been the strategy for Rane, who chooses stocks across 
all sizes, from mid-cap to small-cap. *I have no size bias. 
The stock has to have the ability to generate exponential 
returns for clients," he says. His only regret is his 
inability to cover more stocks, especially in real estate. 
"The entire hypothesis was in place as to why the 
(real estate) sector should do well, but due to a lack of 
time, I couldn't do it,” says the man who still manages 
to squeeze time out for movies and books on astrology 
and philosophy. Coming back to his favourite beats, 
what does he think of the cement and power sec- 
tors? "If India's growth has to happen, then these 
sectors will see more growth than what they have 
seen till date," he says. We believe him. 

MAHESH NAYAK 
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ANAND SHAH | ——Q€ I-Sec 


34, Vice President | 


CICI SECURITIES, ONE OF INDIA'S TOP BROKERAGES, 

doesn't track liquor companies, tanneries and hatch- 

eries. Know why? No, not because these are poor 
sectors to follow. It’s simply that I-Sec’s man in charge 
of the FMCG sector, Anand Shah, is a devout Jain 
and his religion forbids him from dealing with any of 
these items. If Shah, 34, can afford to put personal bel- 
iefs above professional demands, it's because he is, 
quite simply, the best FMCG analyst around. In the 
fickle world of stock-picking, not too many analysts 
manage to return to our list, but Shah has (he has 
three votes from fund managers). He was on our 
list last year, too. At I-Sec, he hasn't just kept his job, 
but risen from being a junior analyst six years ago to 
leading a sectoral team of two analysts, covering 20 
stocks. *The mantra is to unlock value and generate 
money for our clients," quips Shah, who routinely gets 
roped in by his investment banking colleagues for 
structuring fund-raising deals, thanks to his ease 
with numbers. 
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ABHAY LAIJAWALA 


1 38, Director (Research) 


| RESEARCH HOUSE: Citigroup 
SECTORS: Metal, Mining & Building Materials 


ACK IN APRIL 2002, WHEN ABHAY LAIJAWALA GAVE A 
buy to the Tata Steel stock, many of his institu- 
tional clients were sceptical. The stock was quot- 
ing at Rs 80-90 and the steel boom, far off into the hori- 
zon. *The market realised the value of Tata Steel when 
iron ore prices went up sharply (in 2003)," recalls 
Laijawala, who has a master's degree in commerce 
from the University of Mumbai, and an MBA from the 
University of Rhode Island in the us. Tata Steel today 
trades upwards of Rs 500. “The super cycle in the 
commodity has just started. We have a buy on the 
stock, with a one-year price target of Rs 603 per 
share," says the man who remains unabashedly bullish 
about the lowest-cost steel producer in the world. 
National Aluminium Company (Nalco) and Ac 
are two other stocks that Laijawala zeroed in on much 
before they started climbing. But ask him about Gujarat 
Ambuja and Laijawala, whose first analyst job was at 
BZW in India, followed by I-banking stints at HSBC and 





Tata Tea and Godrej Consumers continue to 
remain Shah's best bets. He was early to identify the 
hidden value in the two stocks that have become 
multi-baggers. Last year, he identified Colgate-Palmolive 
at Rs 180, and today it trades at Rs 350 per share. The 
merit-ranked chartered accountant (he's done a stint at 
accounting firm Lovelock & Lewes, besides one of UTI’s 
offshore funds) feels that the stock still has the poten- 
tial to deliver over the longer term. “P-E re-rating is cer- 
tainly over in most of the FMCG stocks, but the stock 
will rise according to the growth momentum in the 
company," says Shah, a regular at weekend satsangs 
(prayer meetings). He's also bullish about the sector, 
which he believes will clock higher profit margins 
due to the introduction of VAT, tax breaks and strong 
consumer demand. rrc, GlaxoSmithKline Consumer, 
Emami and Eveready are some stocks that he says 
could double in the next two years. His one regret: Not 
recommending Hindustan Lever when it was at its low. 

MAHESH NAYAK 


DSP Merrill Lynch, squirms. Reason: He initiated 
his coverage with a hold at a price of Rs 140 in 
2002. He was dead wrong. The stock continued to 
climb and then the Holcim deal happened early 
this year. “Expensive valuation was the key reason to 
initiate hold on the stock. But I think it was too 
early to do so,” he says with a tinge of regret. 

Yet, fund managers will testify, Laijawala knows 
the sector like the back of his hand (he has three votes 
after all). After all, he’s tracked it for 12 
long years. So how does he spot the winning stocks? 
“Top-down approach has helped me make money for 


answers the Indian classical music buff. 


from them. 


our clients,” 
“With the metal sector being highly integrated, the 
objective is to constantly look at valuation compar- 
ison between Indian stocks and their global peers,” 
he says. Laijawala notes that the stock markets have 
become vastly more dynamic than what they were 12 
years ago when he started in the profession, but he 
believes that the basic rule of great stock-picking 
and which is to stay focussed on the 
“The strong global commodity cycle 
positive impact on valuations and Indian 
producers will be able to pass on the global pricing 
dynamics to the domestic markets,” he says. 


hasn't changed. 
fundamentals. 
will have a 


MAHESH NAYAK 


ASHISH GUPTA 


33, Analyst 


RESEARCH HOUSE: CLSA 
SECTORS: Automotive and Banking 


ON'T TRY TELLING ASHISH GUPTA THAT BANKING 
is ล no-action sector. Because Gupta, who 
joined CLSA six years ago after beginning his 
career at IDBI as a project financier, knows that 
value in the sector doesn't only come from M&As. 
The booming retail market can throw up some 
stunning winners too. Like icici Bank, which he 
recommended way back in August 2003, when its 
stock was at Rs 156. Thanks in part to the three-year 
bull run and Icict’s aggressive growth, the stock 
today hovers around Rs 600. Gupta is as comfortable 
with his other beat, which is automotive. Fund 
managers remember his call on Bajaj Auto in May 
last year, when the stock was quoting at Rs 1,270. 
Bajaj has since more than doubled ro Rs 3,000. 
"He argues out points that other analysts may have 
not even thought about,” says a fund manager. 
Evidently, giving up project financing for equity 
research is another good call that Gupta made. 
AHONA GHOSH 


SATISH JAIN 


- 38, Senior Vice President 


RESEARCH HOUSE: JM Morgan Stanley 
SECTORS: Auto, Engineering and Aviation 





UST HOW WELL DO FUND MANAGERS REGARD SATISH 
ain? Let's hear it from one of them. “While 
recommendations are not sacrosanct for (my 






* 






. fund), when it comes to Satish, we take note of it with 
 - ager. What makes Jain, an alumnus of IIM Bangalore, 
such a heavyweight among analysts? Apparently, it is 
 . hisability to weave a sharp analysis around a moun- 

- tain-load of numbers. Jain, who couldn't be reached 
- for this profile (he was away on vacation), hasn't 
| always been an analyst. He started his career as an 
. engineer with the Godrejs, took a B-school break and 
 . turned up at Bajaj Auto's corporate finance division, 

' . where he worked for three years. He made his debut | 
| inthe research business with ask Raymond James, and 
j arrived at JM Morgan Stanley four years ago. 
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URMIK CHHAYA 


36, Senior Analyst 
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N THE DAY WHEN THE SENSEX CAME CRASHING 
down 826 points, we caught up with a rather 
composed Urmik Chhaya, nestled in his chair with 
a Leon Uris in hand. Pre-empting the obvious question, 
he says, *Bad day, but what can one do." Read some- 
thing as gripping as Exodus perhaps? Tough situa- 
tions are not new to Chhaya. In his 15 years of work, 
which he began as a trainee in the costing department of 
a plastic packaging company, Chhaya worked in various 
companies and sectors, including media, before suc- 
cumbing to the call of equity research six years ago. 
Chhaya has tracked the cement sector through his 
stints at HDFC Securities, Kotak Securities (in the private 
client group), Karvy and Anand Rathi Securities, and 
what's kept him ticking are good calls like Shree 
Cement and the not-so-good ones like Tata Power. 
*We recommended Shree Cement when it was at Rs 
550 for a target of Rs 750, and then revised it to Rs 
1,200. The stock more than doubled in three months," 
Chhaya says. On the sell call on Tata Power, something 
that didn't leave him particularly happy, he says, he 
didn't think the company's performance would 
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RESEARCH HOUSE: Alchemy InSite 
SECTORS: Cement, Engineering 





improve. In fact, as he points out, it hasn't improved. 
Profits have remained virtually flat, but the stock has 
risen four times since he put the sell call on the com- 
pany. “I think it has risen based on expectations, after 
the Electricity Act was passed," rationalises Chhaya. 

It is the challenge of tracking a complex sector 
like cement that Chhaya really thrives on. “The fact that 
one has to predict demand, which has to be done 
region-wise, and track the impact of a huge number of 
variables on a company, makes the sector very int- 
eresting,” he says, his hands drawing in the air all the 
permutations and combinations of freight and fuel, 
and rail and road exposure. 

Chhaya is clear that the one quality a good research 
analyst needs is the ability to ask the right questions, 
“which determines the quality of analysis and the call 
on a company”. He knew he had made the right call on 
his career when one of the best managed cement com- 
panies in the country offered him a job. And then 
again when his present boss, who was earlier a fund 
manager, offered him a job without an interview. 
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Hi-flier. Innovator. Perfectionist. Go getter. 


Everyday. Many Holes. One Car. 


“So, what role are you playing wee | 
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Choice of 7/8 passenger capacity. 136 PS 2 0L WT-i petrol engine. 102 PS 2.5L D-4D diesel engine with turbocharger. 
Extra-strong chossis and suspension. Three row AC. 3 year/100,000 kms Toyota Warranty. Only one cor is versatile บ ท บู ญู 
enough to take on all the roles you play everyday. Test drive the Innovo today. i 
All you desire 


www.innovabharat.com 
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PAWAN NAHAR 


30, Analyst 





RESEARCH HOUSE: Kotak Securities (Institutional Equities) 


SECTORS: Healthcare 


HERE IS SOMETHING THAT THE 30-YEAR-OLD PAWAN 
Nahar doesn't believe in, and that is getting too 
comfortable and biased. "It's easy to become 
‘biased when you track a company for so long. One 
must consciously look at things from a fresh perspec- 
tive," says this MBA from Nirma Institute of 
Management, Ahmedabad, who has been covering 
the healthcare sector for five years now. Luckily for 
him, he says, things change every day in the industry. 

Keeping his eyes peeled helped Nahar catch Cipla 
well ahead of the rally in the stock. He recommended 
the stock last year when it was around Rs 350. “Our 
theme was that the world is the market and that there 
is immense opportunity in the emerging markets, and 
that's exactly how it is playing out," he says of the stock 
that went up to Rs 700 (it’s currently at Rs 227 after a 
bonus issue of 1:2.5). 

The next big call he is going to make is on 
Ranbaxy's impending turnaround. *At the moment, the 
key problems are of the macro story...that generic 
prices are coming down, the company's high cost 
structures and the fact that they have not been receiving 
approvals in the Us markets," says Nahar, who finds 
interacting with promoters, principal shareholders 
and investors, and understanding the intricacies of 
patents the most exciting part of his job. Going forward, 
reckons Nahar, the approvals and cost cuts will come 
for Ranbaxy, and new products will start flowing 
through the pipeline. *There is a clear understanding 





ANIRUDHA DUTTA 


40, Senior Analyst 


RESEARCH HOUSE: CLSA 
SECTORS: Mid-Cap 


T TAKES AN ENTREPRENEUR TO UNDERSTAND ANOTHER 
entrepreneur. Or some such thing should explain 
why Anirudha Dutta has been so successful at spot- 
ting mid-cap gems. Before Dutta, who featured on our 
list last year too, landed up at CLSA three years ago, he 
worked at India Infoline as one of the promoters. 
And prior to that, he was part of the business and strat- 
egy team at Tata Steel. Dutta's entrepreneurial streak 
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within the company that they need to cut costs. So it's 
just a matter of time," he says. 

In Kotak for two years now, Nahar earlier worked 
with SSKI. In the two jobs, he's seen the healthcare land- 
scape change. For one, says Nahar, investors are now 
focussing on emerging markets, instead of just the 
developed markets. About his approach and outlook for 
the sector, he points out that it has always been a 
bottom-up approach. *You have to identify and pick 
the stocks. But the generics market will continue to be 
under pressure and it's the larger companies that will 
benefit," he says, thinking aloud. 

Talking about work comes easily to Nahar, but 
there is little he's willing to share about himself, except 
to say that he enjoys spending time with his family. Are 
there any misses that he's sore about? Indeed: Dr 
Reddy’s. “It turned around and we could not catch that. 
I guess there were too many events that occurred,” he 
says as a matter of fact. On Dalal Street, more than any- 
place else, you win some and you lose some. 

SHIVANI LATH 


and number-crunching skills, fund managers say, give 
him an edge when it comes to mid-cap stocks. Dutta 
gave Pantaloon Retail the thumbs up last year when the 
stock was at Rs 250 (he'd been tracking it for longer). 
Now, it's at Rs 1,650. Similarly, the irr Kharagpur-xiiü 
grad put a buy on Bharat Electronics when it was 
trading at Rs 420, compared to Rs 1,182 todav. Indian 
Hotels and Hotel Leela Venture are some other dark 
horses he spotted early on. Dutta has voted against a 
few stocks too. Jet Airways and Arvind Mills dropped 
off his list because he thought they were overvalued. 
After all, great investing isn't just about picking the right 
stocks, but also selling the wrong ones. 

AHONA GHOSH 
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SANJEEV PRASAD | Sirocco toas tmc net 
37, Head (Research) 


OR A MAN WHO'S RETAINED HIS SLOT ON BUSINESS 
Today's best analysts list for all of the past three 
years, Sanjeev Prasad remains a difficult cus- 
tomer to handle. Ask him for an interview and he 
says, “Print the same one you did last year, nothing 
much has changed." That's not entirely true. Last 
year, Prasad was Senior Analyst, but now he's the 
Head of Research. “Everything is the same, except for 
some additional managerial responsibilities," the 
man insists. Translation: Don't ask me about myself. 
Okay, let's talk about the markets. Where is the 
Sensex headed? “I wish I knew,” comes the honest re- 
ply. “From these levels I am not too sure what the 
short-term upside is. Longer term, clearly, the mar- 
ket is headed up,” says the irr Delhi-nM Calcutta 
grad. “But there will be bouts of volatility if we see a 
sustainable growth of 15 per cent, and then at some 
point the market will become expensive,” he adds. 
Prasad has spent a dozen years in research (10 of 
them at Kotak alone), but he still finds getting his 
arms around commodities challenging. “Some of 
the traditional valuation models that one follows 
are based on normalised earnings, normalised mul- 
tiples,” he explains. “Typically, one would give a low 
multiple at the peak of a cycle, but in a raging bull 
market like these days, you are seeing peak earnings 
and peak multiples. So there is a fair amount of 
overvaluation in certain stocks,” he says. Prasad 
wouldn’t list his best calls, but he’s willing to talk 
about a big miss: Reliance Industries. “We were the 
first ones to identify Reliance in terms of value 
unlocking, but I guess we knocked it off too early. 
Surprised by the momentum of the market, 1 guess,” 
says the man who is currently reading Khaled 
Hosseini’s The Kite Runner. What Prasad is referring 
to is the unbundling of Reliance companies follow- 
ing the split between brothers Mukesh and Anil 
Ambani. Instead of dragging RIL’s market value 
down, the split has created new wealth for its share- 
holders, thanks to the listing of erstwhile group 
companies such as Reliance Infocomm (under RCOVL), 
While making money for the client is impor- 
tant, Prasad says that’s not the only thing. The entire 
package of analysis and communication skills is 
important too. “It all boils down to what one deliv- 
ers to the investor, whether or not you are making 
money for the client,” says Prasad. In other words, 
you can be wrong once in a while, but you must 
always give it your best. 
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FUNDING FOR A BRIGHTER TOMORROW 





Finance 


` Power Finance Corporation Ltd. 


Two decades of financing power projects of all kinds and sizes across the nation 





* A leading power sector public financial institution 

* Cumulative Sanctions and Disbursements of Rs. 94,052 crores and 
Rs. 61,799 crores respectively till March 31,2006 

* Sanctions and Disbursements in FY 2005-06 amounted to Rs. 22,502 
crores and Rs. 11,681 crores respectively 

* Gross NPAs: 0.26% of loans outstanding as on March 31,2006 

* Nodal agency for development of 5 new ultra mega power projects of 
4000 MW each 

อ ษา เห ละ Dower Finance Corporation Ltd. 


๑ (A Govt. of India Undertaking) 
International bonds rating by Moody's and Standard & Poor's is at par Regd. Off.: Chandralok Building, 36, Janpath, New Delhi-110001. 


with sovereign rating for India Tel: +91 11 2372 2301. Fax: +91 11 2331 5822. 


Financial Power Behind Electric Power 


VDelPFC 
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HARRISH ZAVERI 


36, Analyst 


O HARRISH ZAVERI, THERE'S ONLY ONE RECIPE FOR 
being a successful analyst, and that is to know your 
sectors inside out and keep a close tab on them for 
trends. It's a recipe that’s worked well for Zaveri 
(he’s debuted on our list, after all) and his clients. 
Take Hindustan Lever, for example. Zaveri had been 
asking his clients to buy HLL since February this year 
before it began to trot up a month later in March. “We 
recommended a buy for both HLL (stock price has 


jumped from Rs 195 in February to Rs 225 now) 


and irc (Rs 155 to Rs 174 in the same period) because 
we could see an upturn coming,” says Zaveri. In the 
case of HLL, Zaveri saw high income levels this year 
driving consumer demand for its products. ITC, on 
the other hand, he notes, is capitalising on the 
Opportunities presented by the growth in FMCG con- 
sumption in urban India. Zee Telefilms is another 
prescient call Zaveri made, but he’d rather not talk 
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RESEARCH HOUSE: HSBC Securities 
SECTORS: Consumer brands, Retail and Media 





about it in detail since when he wrote his research 


report he was at Edelweiss Capital. He asked his 


clients to buy Zee when it was at Rs 130, compared to 
Rs 249 now. Zaveri joined HSBC only nine months ago, 
and prior to Edelweiss Capital he worked with 
Quantum and Parag Parikh Financial. 

How does Zaveri react when his recommenda- 
tions turn out to be wrong? “Keep the lessons with you 
as they can teach you a lot,” he answers. Like most 
other analysts, the man keeps a 12-hour workday 
but doesn’t feel stressed about it. “I like the job ไ am 
doing,” he quips. And when he isn’t poring over stock 
data, he’s reading about them just for pleasure a 
like reading books on investment,” he says. His all-time 
favourite is Philip A. Fishers Common Stocks and 
Uncommon Profits. This mixing of business with pleas 
ure is surely one reason why Zaveri is a star analyst. 


AHONA GHOSH 
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HOW WE DID IT 


O HOW DID WE PUT TOGETHER 
the only listing of India's Best 
Equity Analysts? Actually, with 
some difficulty. For one, research 
houses were less keen than the pre- 
vious two years to give us access to 
their star analysts. For another, fewer 
fund managers were willing to share 
their list of preferred analysts. But 
first, the mechanics of the survey: 
Like in the last two years, the survey 
was conducted among equity fund 
managers of top mutual funds in 
India, with minimum assets under 
management of Rs 1,000 crore. We 
approached 20 fund managers of 
whom 11 agreed to vote. The fund 
managers, who could be either the 
chief investment officer or the sen- 





ior-most equity fund manager, were asked to nominate 
the five best equity analysts across research houses and 
sectors. To make it to our list this year, an analyst 
needed ล minimum of two votes. There were 12 such 


-THE INVASION 


- 


-Day 3: Peak worktoads and high performance requirement 
lead to adding servers. The adced servers need back- 
servers. The IT room is turning into a server farm! — 


.— 2Day 4; The IT infrastructure has become so 
7. complex...it's getting totally 0-U-T O-F C-O-N-T-R-0-L. 
-—— 


-Day 71 1 need a smart solution to solve complexity. 


THE FAVOURITE LIST 


Research House 2006 2005 2004 
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references these research houses got 
n.a.: Not applicable 


analysts, but we could not include 
two of them (Ajay Sharma of (154 
and Manish Jain of Deutsche 
Securities) because they have since 
quit their firms. That's doubly un- 
fortunate because it would have been 
a hat-trick for both of them. As a 
result, Kotak Securities’ Sanjeev 
Prasad is the only analyst to have 
featured on all our three lists so far. 

The churn among analysts has 
affected the fortunes of research 
houses too, but CLSA analysts got the 
most number of votes (see The 
Favourite List), followed by sski and 
Citigroup. In terms of sectors, 
pharma analysts got the maximum 
votes (nine), followed by capital 
goods & engineering, and FMCG. 


The least votes (one) went to mid-cap and diversified. 
We expect compiling the listing to get tougher the next 
year and the year after that. But, then, you wouldn’t be 
reading us if you wanted the easy stuff, would you? 
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IBM, the IBM logo and System 79 are trademarks or registered trademarks of International Business Machines Corporation in the United States and/or other countries. © 2006 IBM Corporation. All rights reserved 
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INTRODUCING IBM SYSTEM" z9 


IBM System z9 centrally integrates your applications and data onto a single platform, providing you 
with the capability to manage your complete infrastructure, spanning across heterogeneous 


Control infrastructure. BM System z9 provides unsurpassed capacity with the ability to add 
additional capacity on the fly. its high utilisation rate translates into efficient resource usage, even 
with large and diverse workloads. This in turn leads to reduced total cost of ownership. 


Control availability. |BM System z9 offers high availability and disaster recovery capabilities 
are built into the 29 hardware. Using the inbuilt virtualisation, it can run thousands of Linux servers 
in a single system. 

Control security. [BM System 79 provides security to critical business transactions and dala. 
inbuilt encryption processors and powerful security software protect your systems and data. 


Control complexity. [BM System z9 is designed to optimise your resources - hardware, networking 
and software. Allowing you to consolidate hundreds of distributed servers onto a single system - 
a datacentre in a box. 


To find out how IBM System 29 has helped thousands of companies manage their mission-critical 
business, call us at 1800 4253333 or visit ibm.com/systems/z/success 


IBM.COM/SYSTEMS/Z/SUCCESS 
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Thou Shalt Stay 


That's just one commandment. Here are 
10 more to tackle a highly volatile stock 
market that's displaying some very bearish 
tendencies. ANAND ADHIKARI 


12612. $ 





ILLUSTRATION: RAMEN SARKAR; GRAPHICS: KULDEEP 
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If I have noticed anything over these 
60 years on Wall Street, it is that 
people do not succeed in forecasting 
what's going to happen to the stock 


market. 
BENJAMIN GRAHAM, 
LEGENDARY INVESTOR 


The four most dangerous words in 
investing are, it’s different this time. 
JOHN TEMPLETON, 

ANOTHER CELEBRATED INVESTOR 


ES, GOES ONE REFRAIN 
on D-street, things are 
different this time. 
Actually, at one level, 
it would seem so. 
Given the unexpectedness and the 
ferocity of the 1,111.70 point fall 
in the Sensex on Monday, May 
22, it is evident that investors and 
players alike are clueless. Should 
they buy at every fall as market 
mavens suggest? Or should they 
sell and cut their losses? 

And at another level, nothing 
is different. The world over, stock 
markets are fuelled by fear and 
greed. In the Sensex’s euphoric ride 
to 12,000 and beyond, it was greed 
that ruled all the way. And in its 
intra-day fall to 9,826 .91 (on May 
22), it was fear that did, There are 
enough things to fear (see The ‘F’ 
Factor). And small investors, espe- 
cially those out to make a quick 
buck, are panicking at the slightest 
hint that things could be turning. 

The experts themselves are 
divided. When the Sensex was at 
12,200, 5. Ramesh, Executive 
Director, Kotak Mahindra Capital 
Company, believed that valuations 
weren’t, at 18 times 2006-07 earn- 
ings (a price-earnings multiple of 
18, on the basis of current price 
and expected earnings in 2006-07) 
and 15 times 2007-08 earnings, 
very expensive. At the same level N. 
Sethuram, Chief Investment Officer, 
spt Mutual Fund, believed the *mar- 
ket was fairly valued”. 

Black Monday has come and 


RT TTT รา กร ร ว ส ร ร ห ทร” ๆ ๑ 
4* f i A gpa e ๑ 


gone, but chances are no one is any 
wiser. If there is one thing that 
looks permanent now, it’s volatility. 
“We have to learn to live with high 
volatility," says C.J. George, 
Managing Director, Geojit Securities 
Ltd. In the week between May 15 
and May 19, the Sensex yo-yoed by 
between 400 points and 800 points, 
and between May 22 and 24, by 
between 500 points and 1,300 
points. “This is not a market for 
new investors to swim," warns Seth- 
uraman. The man is right: the 
Sensex has gained some 300 per 
cent since May 2003. It took the 
index a mere 48 days to move from 
10,000 to 12,000, a gain of 20 per 
cent. “Valuations don't have any 
meaning at these levels," says the 
Chief Executive Officer (CEO) of a 
private sector mutual fund. 

As this story goes to press, the 
P-F. multiple of the Sensex (stocks) is 
18.62, higher than the 15-some- 
thing levels it was at last year (see 
Sensex P-Es: All Was Well...), but 
lower than the 22.15 to which it 
had risen when the Sensex touched 
its recent peak closing of 12,612 
on May 10. Even today, at rela- 
tively more rational levels, the abil- 
ity to pick the right stock is critical. 
"The ability to distinguish the men 
from the boys has become increas- 
ingly important now," says Kunj 
Bansal, Chief Investment Officer, 


Fluctuating FII Inflows 


9,335 


7,588 





*Till May 23 





Source: SEBI 


Religare Securities. 

So, what should investors do? 

How can they, if they still 
believe in the larger India story (and 
there is no reason not to), leverage 
it to their benefit by investing in 
equities (after all, in the long run, 
these return more than any other 
investment-vehicle)? 

Arpit Agarwal, CEO, Dawnay 
Day Av Financial Services Ltd, sums 
it up best when he says, “Buy stocks 
the way you buy gold or invest in 
real estate (read that to mean: very 
very carefully)." For those in need 
of direction (in these manic times, 
who doesn't?), here are 10 com- 
mandments to live by. 


Don't Panic 
Į And don't sell. On April 
| 18, the Sensex experienced 


an intra-day volatility of 
533 points. On May 22, it did 
1,316 points. In the first instance, 
the index ended the day at 
11,851.93 points, recovering all 
the losses and closing in the positive 
territory with a 16.91 point gain 
over its previous close. In the sec- 
ond, it did recover, but closed 
456.84 points down at 10,481.77 
points. Such volatility usually results 
in panic, which, in turn, causes 
investors to download their stocks. 
"Don't sell in panic," advises 


Dawnay Day's Agarwal. “That’s the 


The 'F' Factor 


e Soaring crude prices, currently at 
$69.75 (Rs 3,138.75) per barrel 


๑ The rupee's depreciation against the US 
dollar, currently at Rs 45.73 


๑ Global cooling down in real estate prices 


e Rising interest rate scenario in the US, 
Federal Reserve rates go up to 5 per cent 


e Likely correction in commodity prices 


e Domestic crude prices kept artificially 
low, inflation monster to strike back 


Biggest Intra-day Volatility 
Voti 


2006 High Low 





Source- BSE 


More Declines Than Advances 


Advances (A) Declines (D) Ral 
44 — 40 106 
46 47 0 ม 
381 45 079 
4) — 45 089 
46 — 49 09 





Source: BSE 


Sensex P-Es: All Was Well Till Black Monday 
22 


ETT 


*Till May 23 


21.35 
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first lesson for any investor.” On 
the contrary, a sudden dip may 
actually be an opportunity to buy. 





\ Average Costs 

II .| Every portfolio has them, 
= | stocks that are fundamen- 
mma tally good, and where the 
investor understands the mindset 
of the company and the manage- 
ment. A volatile market is a good 
time for investors to buy more of 
these stocks. That would reduce 
their average cost of acquisition. 
And what for investors whose 
portfolios lack such stocks? 
Well, this may be a good time to 
identify some good stocks, and take 
the plunge. 


ond 


— 4 Think Small 
ซู A 800 or 1,100 point fall 
Vin the Sensex presents an 
my opportunity for investors 
who missed the bull run to enter 
the market. The caveat: buy in small 
lots, diversify your portfolio, and 
keep your cost to the minimum. 
(Buying) several stocks from several 
sectors may even out any steep vari- 
ation across sectors," says SBI Mutual 
Fund's Sethuram. 








"4 Shun IPOs 
IV Or, for that matter, even 
rights offerings. Irres- 
ส พ พ” pective of whether the 
Sensex is at 10,000 or 12,000, there 
can be no denying the fact that val- 
uations are very aggressive. Worse, 
issues are typically priced on the 
basis of current P-E multiples. And 
several recently listed stocks are 
available well below the offer price. 


^| Avoid Small-caps 

J In today's context, that 
- would mean companies 
p with a market capitalisation 
lower than Rs 1,000 crore. Not too 
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long ago, small-caps and mid-caps 
were all the rage on the Street. 
Now, however, everyone, including 
foreign institutional investors (FIIs), 
is moving away from them. 
Typically, investors know less about 
small- and mid-cap companies than 
large ones (which lends credence 
to the theory that investment-plays, 
not fundamentals, are behind most 
such investments). *Investors should 
stay away from companies or busi- 
nesses they do not understand," 
says Geojit's George. 


" "Seek Steadiness 
VI In stocks, that is. It is highly 
unlikely that a stock that 
| 'stays steady in a falling 
market is a bad buy. Some stocks 
are punted up to stratospheric levels 
by speculators. “At lower levels, it is 
time to look for stocks that have 


been rock steady," advises Dawnay 
Day's Agarwal. 





Remember 

[ Dividend Yield 

For long, conservative inv- 
estors have believed divi- 
dend yield to be a foolproof way of 
picking stocks. Dividend yield is 
the dividend per share divided by 
the price per share, and the higher 
this number, the better (with the 
only caveat being that this app- 
roach works better while assess- 
ing large-cap stocks; some small- 
and mid-cap stocks could boast 
dividend vields that do not accu- 
rately reflect their fundamentals). 
With dividend season around the 
corner, this approach offers inv- 
estors an opportunity to buy high- 
dividend yield stocks and hold on 
to them for three to six months. 
Several mutual funds have had 
considerable success with this app- 
roach over the past few years and 
investors could well study their 
portfolios to pick companies in 
which to invest. 








Track NAVs 


| Avoid stocks altogether, 
and opt for mutual funds. 
Investors could pick 
existing schemes with not too high 
NAVs (net asset values) and a con- 
sistent track record, or they could 
pick close-ended funds with 
diversified portfolios (50-70 per 
cent in equity and the balance in 
debt). “Investing a big amount in 
one go in the market doesn't make 
sense," warns N. Mohan Raj, CEO, 
LIC Mutual Fund, who believes the 
best way for new investors to test 
the market is through systematic 
investment plans (SIPs) in existing 
schemes and new ones with a small 
exposure of between Rs 500 and 
Rs 1,000 a month for a one-to- 
three year period. 





— Pick Lies 
IX And pick them apart. 
^* V Several companies, espe- 
mm" cially small- and mid-cap 
ones have started making desperate 
announcements, related to growth, 
acquisitions, and the like. The mo- 
tive: to keep their stock prices high. 
“Any stock that is rising without 
any clarity on performance should 
be avoided," says Religare's Bansal. 







Learn To Be Contrary 
| X There are several specific 
contrary investment strate- 
y gies investors can adopt. 
The thing with contrary strategies is 
that, the minute they work, every- 
one adopts them and they stop 
being contrary. One contrary strat- 
egy they can adopt is to look, as a 
Merrill Lynch report dated May 3, 
2006, suggests, at stocks that are 
inexpensive from a historical per- 
spective and under-owned by for- 
eign institutional investors (that 
way, heavy selling by Fits wouldn't 
affect them), and at laggards in 
buoyant industries. Both are sound 
strategies in a volatile market. 


JM FINANCIAL 
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One follows advice only when they know the expertise of the Our professional skills and research-based advice have been 
advisor, that's why our clients trust us - JM Morgan Stanley instrumental in conceptualising and executing complex and 


large transactions. Through customised transaction 
JM Morgan Stanley is a joint venture between JM 9 as 


| structures ideally suited to meet our clients’ objectives 
Financial, with a commanding domestic franchise and 


we execute industry defining transactions by providing 





expertise in market execution, and Morgan Stanley, with 


. innovative and value-added services to our clients. Our 
worldwide reputation for excellence in financial services 


evolved and supenor advice sets us apart. 
We at JM Morgan Stanley, help our clients achieve their " P 


financial and investment aspirations 
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NEWS ROUND-UP 


Should You Book Profits In Biocon? 
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Stock position: Half-full or half-empty? 


HERE IS, AS ANY PRUDENT INVESTOR WOULD SURELY BE AWARE, A 

larger question that needs to be answered, but with that being 
addressed elsewhere on this page, is our recommendation (for, it is 
always merely that, never a directive) a ‘yes’ or a ‘no’? Some history 
first: Biocon debuted on the Bombay Stock Exchange at Rs 435, a 
35 per cent premium over its issue price of Rs 315. Two years since, 
the company's stock is trading at Rs 405 levels (as on May 24), not 
too far off the Rs 404 it fell to on May 22, the day the Street wept. 
Some analysts reckon that this is a good time for investors looking 
for short-term gains to exit. "Biocon's stock has been a stark under- 
performer in an otherwise bull market and for investors locked 
into this stock, this may be a good time to exit," says one analyst. 
That may be one way of looking at it. Another is that the current price 
levels may be as low as can get for the stock. Mumbai-based bro- 
kerage Motilal Oswal, for instance, has retained its 'buy' on Biocon 
in a report dated April 20, 2006, and has set a target price of Rs 
520. Biocon is currently valued at 19.3 times FYO7 (projected earn- 
ings for the year 2006-07) and 16.2 times FYOS earnings and aside 
from any adverse development from the Simvastatin opportunity, 
we believe there is little downside to this stock at current levels, 
states the report. The brokerage's reference to Simvastatin (a statin 
is a generic name for a cholesterol fighting drug) has to do with 
declining prices, something that Biocon has always maintained, its 
long-term supply contracts insulates it against. And although the com- 
pany's revenues, at Rs 793 crore in 2005-06, grew by 9 per 
cent, those for the quarter ended March 31, 2006, (its last quarter) 
grew 22 per cent; the corresponding net profit figures were a decline 
of 6 per cent for the full year and a growth of 11 per cent for the last 
quarter. Those numbers could be read as showing that Biocon 
has crossed the hump. Long answer to short question, then: No, hold 
on to the stock if you are in for the long haul. 
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Should You Exit Any Stock 
At These Levels? 


HE LARGER ISSUE (ALTHOUGH THIS BEEN 
[ peer to some extent in the 
lead piece of this section; see Thou 
Shalt Stay Calm on Page 126) is this: 
should you exit any stocks at all at a 
time when the Sensex is swinging in its 
finest imitation of a possessed yo-yo? 
The quick answer: No. The long an- 
swer: If you invested when the Sensex 
was climbing to 10,000 (which would 
mean you invested some time back), 
and you spot some real gems waiting to 
be picked up at attractive valuations, 
then, sure, go ahead, reshuffle your 
portfolio by selling stocks where you 
believe there isn't much of an upside, 
even were the Sensex to touch 15,000 
over the next 12 to 18 months, which it 
well could. If, however, you invested 
after the Sensex crossed 12,000 and are 
seeing stocks plummet to prices well 
below those you acquired them at, take 
a deep breath (and maybe a vow not to 
look at stock-tickers for the following 30 
days), and stay invested. A year down 
the line, you are unlikely to have cause 
to regret the decision. 


Leaving now? Well, the party isn't over 
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More people are buying gold as bars from purely 
investment motives. SHIVANI LATH 


YEAR AGO WHEN 55-YEAR-OLD 

Sudha suggested to her hus- 

band (on the basis of a 
discussion she had with other 
housewives in her neighbourhood) 
that he invest in gold bars, he 
thought the lady had found a new 
way of spending his money (and 
vetoed the move). Since then, gold 
prices have increased to 
such an extent that 
Sudha’s husband can only 
look shamefaced when 
she sulkingly reveals the 
story to everyone who 
comes home. Gold prices 
have shot up from Rs 
6,168 per 10 gm on 
April 1, 2005, to Rs 
8,445 on March 31, 
2006, and Rs 9,369 per 
10 gm on May 24. 

Call it idle gossip, call 
it fetish for the yellow 5500 
metal, call it what you 
will, but Sudha and her 
friends got it right. They 
understood that it didn't 
make sense to pay a pre- 
mium for jewellery when 
they could get pure gold 
for less. What they didn't 
know, perhaps, was that 
they were part of a larger trend in 
gold investment. 

Last year (2005), more people 
bought gold for investment pur- 
poses than the corresponding num- 
ber in 2004. According to the 
World Gold Council, in 2004, inv- 
estment-led buying accounted for 
sales of 100 tonnes of gold. The 
corresponding figure for 2005 was 
135 tonnes. In contrast, the figures 
for jewellery were 518 tonnes and 
587 tonnes. “Today, about 75 per 
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Gold Consumption In India 


Investment 
*Figures in tonnes 


cent of global consumption of gold 
is in the form of jewellery and about 
11 per cent is for investment,” says 
Sanjeev Agarwal, Managing 
Director, World Gold Council’s 
India operations. “In India, about 80 
per cent of consumption is in the 
jewellery form and about 12 per 
cent is in investment.” 








instruments for buying and selling 
gold have made it more conven- 
ient and cost effective for institu- 
tional and individual investors to 
invest in gold. The World Gold 
Council launched the first gold 
mutual fund at the London Stock 
Exchange two-and-a-half years ago 
and followed it up with similar 
funds in New York, Australia, South 
America and Europe. Now, there 
are some mutual funds working on 
a gold mutual fund in India. 

In India, the council has worked 
with ICICI Bank and HDFC Bank to 
set up a structure to retail gold 
across their branch networks. Other 
banks that retail gold at 
select branches now inc- 
lude Indian Overseas 
Bank, Corporation Bank, 
Indian Bank and IndusInd 
Bank. And the council has 
launched a scheme called 


a Mag A'i I Gold targeted at high 





** Figures in per cent 


One reason for this, according to 
analysts, is that the Sensex has run 
up to a level where investing in 
equities is tough. Investments in 
gold, however, help diversify the in- 
vestment portfolio and are relatively 
safer because the price of the metal 
isn't linked to the performance of the 
economy. Other reasons, according 
to Agarwal, include improved pur- 
chasing power, the weakening dol- 
lar, and increasing oil prices. 

Internationally, several new 






Source: Industry data 


Source: World Gold Council 


net worth individuals 
where investors can buy 
between 100 gm and one 
~ kg of gold on the MCX 
z = (Multi Commodity Exch- 
> ange of India) through a 
= commodity broker (the 
transaction is converted 
into physical gold at the 
end of a week), and take 
delivery or park the metal 
in a demat account on 
payment. *If at some 
point he wants to sell, he 
can do so seamlessly," 
explains Agarwal. 
Branded jewellers, however, 
believe such investment-led buying 
hasn't come at the cost of jewellery. 
Mehul Choksi, Managing Director, 
Geetanjali Gems Ltd, says his sales 
have increased 50-70 per cent over 
the last year. ^In India, people don't 
buy gold for investment, they buy it 
as jewellery. If gold prices rise, there 
might be a lull in business, when 
people wait for a correction. If they 
don't see a correction coming, they 
just go out and buy anyway." 


CONSISTENCY PAYS 


LIPPER INDIA FUND AWARDS - 2006* 
* Best Equity Fund group over 3 years [4s ps» 
Merrill L 
CNBC TV18 - CRISIL UY NEXII 

Mutual Fund of the Year Award - 2006** 
» DSPML Equity Fund (Category - Equity Diversified) 





* Although | Ipper maxes reasonabie efforts to ensure the accuracy a y y 
have not relied upon any warranty, condit ถู บ จ เจ ก เอ ล | repres ] | 0) 
f red. Cril . nef e A | 
| ies sx DSPML Eq nd was af 4 M D 
were elu tof ' f 
the qu R | 
i ni 1 DV rameter ห MISIL f i 
R ] Sil 1 Past Sid i is no 0 guarantee of | future. results. 
DSPML Equity Fund (DSPMLEF) is it 


Features: 


requiren ts | | lo time ra Allocation: | j 
nvestment Ks E n ni 13dditiona Di ว Rc de 
ile and rede 7 all Business Day at | chase Price and Rede! 
vidend and ves Dividend opt Statutory Details: DSP Mer! | 
Me f LV rh Ives nent Mar ners LF SA T e Sponsor te the L ind a SP Merr | h Ltd ] HME td 
Trustee and Investment Manager to the Fund are DSP Merri Trustee Company Pyt Ltd. and DSP M | Ma 
rest yf | r nt af f f, any ` ac | } tho He! 1! " Fo e r » "í - 
the Fund, and such other accretions/additions to the same. Risk Factors: Mu! 
rance that the Schemes’ objectives will be achieved. As with any investment 
M | fy ac atin imm 1 ta irk a! TI NA\ i tp 
js jed t | ! filial 
a Quaranteed or assur f ] 
lv large nun 
tirant € อ i 
tment f 
H 
f T des f 
It 


feri more details, poss lor to the Key Sansa Ménnenden cum Application Form, which is available at the ISC/Distributor. Please read the Standard 
Offer Document before investing. 


N FEBRUARY 28, 2005, FINA- 
nce Minister P. Chidam- 
baram, while announcing 


his Budget for the year 2005-06 
removed a ceiling of Rs 10,000 on 
investments in equity linked sav- 
ings schemes (ELSS) that would be 
allowed as part of the Rs 1,00,000 
that individuals could invest in tax- 
saving instruments (the ceiling was 
part of Section 88 of the rr Act that 
was scrapped and replaced with 
Section 80C). 

That meant they could invest 
the entire Rs 1,00,000 if they so 
desired in ELss. The scrapping of 
Section 88 also meant individuals 
with a gross annual income higher 
than Rs 5,00,000 were now eligible 
for similar benefits. Ravikant Koshy, 
a Mumbai-based investor (his name 
has been changed on request), is 
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Don't put off your tax planning. Get into an Equity Linked Saving Scheme now 
and you won't have cause to regret it come next March. MAHESH NAYAK 


one of several thousands that have 
used this change to advantage. He 
upped his investments in ELSS to Rs 
30,000 and saw that grow to 
around Rs 55,000 (which shouldn't 
surprise anyone; in 12 months end- 
ing March 31, 2006 ELss returned 
an average of 87 per cent). 


PARAMETER PUBLIC PROVIDENT F 


8% 


Returns 

Interest Receipt On maturity 

Tenure 15 years 

Tax Benefits Sec. 80C and Sec. 10 


Minimum Investment Rs 500 per annum 


Maximum Investment Rs 70,000 per annum Rs 1,00,000 per annum 






ELSS Vs Other Tax-saving Instruments 


ATIONA 
IA TIONAL TILIN 


8% 





The assets under management 
(AUM) of ELSS have surged by 330 
per cent in the same period, to Rs 
7,155 crore from Rs 1,663 crore. 
And their contribution to the total 
assets managed by mutual funds 
has increased from 1 per cent to 3 
per cent. 






S CERTIFICATE | BLS 


68% 


On maturity Depends on performance 
6 years Minimum 3 years 
Sec. 80C Sec. 80C 
Rs 100 Rs 500 
No upper limit” 


“There is no upper limit on investment in ELSS. However, investments of only up to Rs 1,00,000 are allowed to be claimed as deductions 


under Secbon 80C 


# Return from equities is not fixed, The above performance is the average performance of 27 ELSS funds over a period of three years 
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(ff Over two decades of ส น, Developing a unique and one 
experience with an asset base of India's largest IT Parks 
of around Rs 2200 crore in in Hyderabad involving an 
Power, Infrastructure, Realty 0 0 of around 
and Construction. s 3500 crore 

(fff Focus on development of self- (fff Over 20 million sq. ft. of space a Pr o โจ ย 
contained townships with under development with plans npn A men l | 
integrated homes, offices, to leverage expertise in INSPIRING GROWTH 
malls and entertainment property development to grow 


centres. across the country. www.lancogroup.com 
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Better Than The Rest 


Investors will discover that ELSS 
enjoy several advantages over other 
tax-saving instruments. Apart from 
claiming deductions under Section 
80C for up to Rs 1,00,000, the 
lock-in period for such schemes is 
the shortest when compared to 
other tax-saving instruments such as 
investments in public provident 
fund (PPF), RBI bonds, and National 
Savings Certificates (NSC). Long- 
term capital gains on investments in 
equity funds and the dividend 
received on these is also tax free, as 
against interest from RBI bonds (8 
per cent) and NSC that are taxable. 
Then, there is also the small thing 
about the earning potential of ELSS, 
much higher than those of other 
tax-saving instruments (see ELSS Vs 
Other Tax-saving Instruments). 

These, though, do not make ELSS 
the ideal tax-saving option for every- 
one. “It completely depends on the 
risk-profile of an individual,” says 
Sandeep Shanbag, a Mumbai-based 
investment advisor. “You cannot 
ask a 55-year-old man to invest his 
complete savings in non-assured 
returns schemes such as ELSS.” 
However, most investors do seem to 
have realised the merits of opting for 
an equity-linked tax-saving instru- 
ment. “People have understood that 
to beat inflation and get consistent 
returns over the long term, equity 
has to be part of their portfolio,” 
explains Hemant Rustagi of 
Wiseinvest Advisors, who sees a 
shift towards ELSS. 


Understanding Risk 

The quantum of an individual’s 
investment in tax-saving instruments 
is a function of his or her appetite 
for risk. While past returns from 
such schemes may encourage 
investors to put their little (or 
sizeable) all into them, that would- 
n't be the prudent thing to do. High 
returns equal high risks. The ideal 
way to enter ELSS (as indeed, any 
other mutual fund scheme) is 
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Relying On Returns 


D NAME 





Magnum Taxgain -8.09 24.93 
Prudential ICICI Tax Plan -6.72 32.57 
HDFC Taxsaver -10.05 24.16 
Sundaram Taxsaver -7.06 34.92 
HDFC Long -6.48 19.3 
Term Advantage 

Birla Equity Plan -8.37 25.44 
Principal Tax Savings -5.02 40.47 
Tata Tax Saving -9.42 23.43 
Franklin India Taxshield — -8.34 26.17 
Sahara Tax Gain -5.88 26.14 
Principal Personal -2.72 38.95 
Tax Saver 

Biria Sun Life Tax Relief 96 -7.79 27.06 
Escorts Tax Plan 3.73 — 3016 
UTI Equity Tax Savings -9.32 17.02 
BoB ELSS '96 -11.16 10.21 
Canequity-Tax Saver -8.26 15.93 
Franklin India Index Tax -8.07 23.49 
LICMF Tax Plan . -1031 | 1865 
Libra Taxshield '96 -5.1 -1.39 
ING Vysya Tax Savings -4.79 32.62 
Reliance Tax Saver -679 24 
DBS Chola Tax Saver -8.45 » 
Kotak Tax Saver -5.88 * 
ABN-AMRO Tax -1.79 ? 
Advantage Plan 

Fidelity Tax Advantage -6.32 * 
DWS Tax Saving -9.65 " 


*Fund has not completed the specified period 


through a systematic investment 
plan (sip). This does away with the 
need to time the market. Better still, 
it reduces the strain on finances at 
the end of the financial year when 
most investors move into tax- 
planning mode. 

There are no fixed prescriptions 
as to how much of an individual's 
portfolio should be made up of ELSS 
(in investing, there is no one-size- 
fits-all rule), but there are some 
rules of thumb. An individual's 
investment in equity should be 100 





7005 / 10315 . 4765 
7342 | 8858 622 5 
69.02 8232 42 /— 
7163 740 426 
5539 7298 535] 
6126 — 7125 453 
7836 | 7097 41.7 
5166 6998 3968 
6346 | 650 — 329 — 
75.25 649 38 | 
61.76 63.2 34.46 
6233 5847 3522 
5995 | 5789 | 3391 - 
495] 5662 328 
39 | 5.8 34 
60.82 522 21 
629] 49.66 —— 2302 
48 | 40 | 262 
266 — 4388 | 2876 
78.03 ห * 

* * * 

* น * * 

* * 525 e. 
* * * 

* | * * 


Source: valueresearchonline.com 


minus his age (thus, for a 30 year 
old, it should be 70 per cent of his 
investible surplus). The proportion 
of this dedicated to ELSS will be a 
function of the individual's age, 
risk-profile and financial commit- 
ments. For instance, an individual 
who has just started earning and 
has no financial commitments can 
invest 100 per cent of his investible 
surplus in ELSS. This won't just save 
tax but help him or her build a 
good portfolio. The mandatory 
three-year lock-in period serves as a 


* Relax: We connect 
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The world's most reliable delivery company has 
Asia covered. Our extensive Asia air network is 
designed to connect all major cities, giving you 


better access to some of the world’s fastest 
growing trade routes. With connection to more 
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How The Funds Stack Up 


FUND NAME 





Principal Tax Savings Mar. '96 Below Average Average 78.36 2.46 

ING Vysya Tax Savings Mar. '04 Not Rated Not Rated 78.03 25 
Sahara Tax Gain = Mar. 97 Above Average Average 75.25 2.48 
Prudential ICICI Tax Plan = Aug. 99 Above Average High 73.42 | 2.36 
Sundaram Taxsaver Nov. '99 Average Above Average 71.63 25 
Magnum Taxgain —. Ma.'93 — Average High 70.05 229 . 
HDFC Taxsaver Mar. '96 . Low Above Average 69.02 2.39 
Franklin India Taxshield Apr. 99 Average .. Average 63.46 ies Ge >: 
Franklin India Index Tax Feb. ‘O01 Above Average Low 62.97 I. 1.5 

Birla Sun Life Tax Relief '96 Mar. '96 Average Average 62.33 se 
Principal Personal Tax Saver Mar. '96 Average Average 61.76 13.04: 
Birla Equity Plan .. Feb.99 Below Average Above Average 61.26 | "Am 
Canequity-Tax Saver Mar. 93. High Low 60.82 [o TE 
Escorts Tax Plan  Mar.'00 77 AboveAverage Average 59.95 eir 
HDFC Long Term Advantage |" Dee U) ^! Low Above Average 55.39 2.36 
Tata Tax Saving = Mar.'9$6 3 Average Average 51.66 | 2.49 

UTI Equity Tax Savings ‘Dec. '99 Below Average Below Average 49.57 1.79 
LICMF Tax Plan Mar. '97 Below Average Below Average 41.87 2.5 

BoB ELSS '96 Mar. '96 Average Below Average 36.9 | 2.57 
Libra Taxshield '96 Mar. '96 High Below Average 26.6 2.5 

DWS Tax Saving Feb. '06 Not Rated Not Rated i 248 
Fidelity Tax Advantage Jan. '06 Not Rated Not Rated * 2.28 
ABN-AMRO Tax Dec. '05 Not Rated Not Rated เซ 2.46 
Advantage Plan + ก ` WHE 

Kotak Tax Saver 0 ๕ ๓ '05 Not Rated = Not Rated ^ [» 1.2441 
DBS Chola Tax Saver (Oct. '05 —  NotRated . Not Rated a ur + A 
Reliance Tax Saver Aug. '05 Not Rated Not Rated 2.13 


*Fund has not completed a year 


boon, helping the money grow 
(although if the individual wants a 
regular income, he or she can opt 
for the dividend option). Generally, 
however, most investment advisors 
are of the opinion that ELSS are 
among the better ways for an indi- 
vidual to invest in equities. 


SIP, Don't Gulp 

With systematic investment plans 
in ELSS, the lock-in period starts on 
the day the first investment is made. 
For instance, in 2005-06, if an 
investor had started investing in an 
equity linked savings scheme from 
April 2005 by way of siP, his 
investment of Rs 1,00,000 over the 
year (at Rs 8,334 a month) would 
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have grown to around Rs 1,81,000 
(assuming an average return of 87 
per cent). If he had, however, made 
the Rs 1,00,000 lakh investment 
in March 2006, it would have 
grown by a mere 5.22 per cent to 
Rs 1,05,220, and the lock-in period 
would have started only in March 
2006. For the record, if the invest- 
ment had been made in April 2005, 
it would have grown to Rs 
1,87,000, but the investor would 
have carried enormous risk. 
Investors opting for ELSS would 
do well to remember that the 
instrument shares the characteristics 
of equity. “It is only over the long 
term that equity has the potential to 
outperform other comparable ass- 


Source: valueresearchonline.com 


ets,” says Rustagi. There is another 
benefit: with investors not being 
able to redeem their units for three 
years, fund managers have the lux- 
ury of plotting a medium-term strat- 
egy. And if investors believe that 
this luxury can be misused by fund 
managers, the very fact that out- 
flows are a continuous process 1 ท 
open-ended ELSS should prevent 
fund managers from opting for 
illiquid stocks. 

If all this isn’t enough, look to 
fund houses that offer ELSS clubbed 
with insurance cover. Kotak 
Mutual Fund and Reliance AMC 
do, for instance, and a three-in-one 
benefit is not something to be 
scoffed at. 
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Occupancy rates have zoomed but so have 
stock prices. Right time? Wrong time? SHIVANI LATH 


RIED BOOKING A HOTEL ROOM 
in Bangalore recently? Or 
Delhi? Or... Several fac- 
tors-—the economy is on a roll; zon- 
ing regulations make it all but 
impossible for a luxury hotel to 
come up just about anywhere; and 
the gestation time for a hotel project 
-is long, around 24-36 months on an 
average—are behind this demand- 
supply imbalance. This year, the 
number of business travellers and 
tourists visiting India is expected 
to touch 6 million; that of domestic 
travellers, 350 million. The com- 
>- parable figures for 1991 were 1.7 
million and 66.7 million. 
Expectedly, occupancy rates and 
room tariffs have zoomed. Hosp- 
_ itality industry analysts claim that 
|. premium hotels (read: five-star 
. hotels) registered a 30 per cent 
increase, year-on-year, in revenue 
per available room in the period 


The | umbers Game 








FY T " 


* 05-06 figures are for nine months — 


between April and December 2005. 
In the same period, occupancy rates 
rose to over 71 per cent and average 
room rentals, by over 27 per cent. 
Revenues too have risen across the 
industry, as have profits (see The 
Numbers Game). Hospitality stocks 
have benefitted from the boom. 
The stock of Indian Hotels zoomed 
from Rs 634 on April 1, 2005 to Rs 
1,358 on March 31, 2006 and cur- 
rently (May 24) trades at Rs 1,102; 
the corresponding figures for that of 
Hotel Leela Venture are Rs 161, 
Rs 347, and Rs 341. 

Is this a good time to buy? “At 
these levels one has to be cautious," 
says Devina Mehra, Director and 
Chief Global Strategist of First 
Global Finance. "Investors must 
understand that the hotel industry 
requires high investments.’ 
However, she adds that “macro 
economic fundamentals continue 


investors a good defensive. 
such as dioc cid Thal 


E esee Re sea rx y: Po 
“Parikh Financial Advisory Services, 
believe that “the industry is cycli 
cal in nature” and that "over. a 


to look good." Some ana 
believe that although the ups 
from current levels may not be . ° 
significant, hospitality stocks offer s 





period of time, it hasn't delivered 
good returns to investors." There 
are takers for both schools of 
thought. Reliance ADA Group and 
investor Rakesh Jhunjhunwala 
recently acquired around a 19.5 
per cent stake in Viceroy Hotels 
which is embarking on a Rs 800- 
crore expansion drive across South 
India. And iprC Private Equity 
exited its 8.139 per cent stake an 
Hotel Leela Venture in March 
2006, about a year after investing 
in the company, for an-over-100 
per cent return. 

Industry players, meanwhile, are 
upbeat. "With improved perform- 
ance of the existing units and 
expansion, we expect tremendous 
growth," says Vivek Nair, Vice 
Chairman and Managing Director 
of The Leela Palaces and. Resorts. 
According to estimates provided by 
HVS International, a hospitality 
industry focussed consulting firm, 
the number of hotel rooms (branded 
chains) in the country’s top eight 
markets is set to increase from 
24,842 today to 54,208 in 2010. 


“There will not be a situation of 
supply. exceeding demand for the — 





next four years," says Premal Zaveri, 


 aconsultant with the firm. Our rec- 


ommendation: go for it, 


Eu 


^ PLE for FY 05-06 is based on annualised EPS for that period 
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Take A Second Look 


In today's car mart, how smart an idea is it to buy a used car? Check 
out if the numbers make sense. NITYA VARADARAJAN 


AST YEAR, INDIANS BOUGHT 
Le million new cars, and, 

by some estimates, some 
700,000 used ones. This year, the 
corresponding figures are expected 
to be 1.33 million and 800,000, 
respectively. In several cities across 
India, including Chennai, Mumbai 
and New Delhi, the used car market 
is easily double the size of the new 
car market. Churn, or the simple 
phenomenon of car owners (could 
be new cars, could be used ones), 
wishing to upgrade, is one reason 
for the continued flow of used cars 
into the market, although there are 
other factors that could be con- 
tributing to it, including, in certain 
parts of the country, a large popu- 
lation of techies that is highly 
mobile, moving cities, even coun- 
tries, and often disposing off a car 
before it does. Everything on four- 
wheels is available on the used-car 
market, as are cars of every vin- 
tage. The most popular ones, how- 
ever, are cars that are three to four 
years old (2002 and 2003 models 
are the most popular). 


The Money Aspect 


Time was, when it was difficult to 
find someone to finance used cars. 
While that has changed, the differ- 
ential between rates on new cars 
and used ones continues to exist, 
although it has narrowed some. For 
instance, two years ago, the differ- 
ence was around 6-7 per cent. Now, 
largely driven by an increase in the 
rate for financing new cars (up to 
around 10 per cent on a diminishing 
basis), it has come down to 4 per 
cent. Today, a five-year loan on 
used cars comes at an interest rate 
(flat) of 8 per cent while the corre- 
sponding figure for a new car is 
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Due Diligence 


Check if RC is original or duplicate 


vehicle 


A registration certificate (RC) is a must 





Check number mentioned in RC with that on the number plate 
Verify engine and chassis numbers on RC with actual ones on vehicle 
Verify that other basics such as class, make etc. mentioned on RC match the 


@ Check validity of RC; transfers across states; and status of hypothecation/ 


hire purchase 
@ Check road tax details 


@ Ensure that two copies of Form 29 are signed by seller with all details filled 
e Ensure that two copies of Form 30 are signed by seller with all details filled, 


and countersign them 


@ Ensure that two copies of Form 60 are signed by seller (PAN declaration) 
@ Verify and obtain all insurance-related documents 


around 5 per cent to 5.5 per cent. In 
EMI (equated monthly installment) 
terms, that translates into 
Rs 2,500 per lakh as compared to 
Rs 2,076 for a new car. 

Used cars, however, are ren- 
dered attractive, in part, by the 
fact that the lifetime road tax on 
them, as well as insurance to date, 
and sometimes for as much as 12 


months after the sale, have been 
paid. That’s a significant sum of 
money, and, new car buyers have 
to usually fork this out themselves 
(financiers rarely fund this). “This 
leads to a greater initial outgo on 
the part of the new car buyer,” 
says Preena Sherene, Managing 
Director, Carsales India.com, a 
website dedicated to used cars. 


ษ ห พ ก ง [ห ษ 


ON-ROAD PRICE OF NEW VEHICLE 





14-1.6 


Maruti 800 1.8 14-145 11 1.58 1.9-2 155-16 13 232 25 24 2.60 | 
DLX AC | 

hon 16 125 3-3.25 2-23 2 18 .384 ง 3 Phased out Phased out Phased out Phased out 

Esteem 245 2.4-2.5 22-26 2 3.25 3.5-3.6 26-35 ง 49 9.36 45-53 9.27 

Accent 3 3.4-3.5 3-3.1 45 3.75 46-475 354 48 5.79 6.90 5.9-6.7 6.80 1 
Scorpio " f [S ว 9 6 4.75 6 861 7.85 7.83 8.75 ‘ 
QualisG8 3.5 3.5-4 5 4] 5 5-5.5 6.25 6.5 Phased out Phased out Phasedout Phased out 

Honda City 35 3-3.5 375-425 38 46 45-5 45-55 42 . 7.7] 781 15-808 786 l 
Indica GLS 0.9 1.8-2 1.75 24 LI 25-265 225-25 3 32 3.31 423 4.13 

Santo LS 175 22-24 2 2 3 3-3.1 25 3 3.72 3.89 3.86 394 7 
Prices in Rs lakh *Scorpo was introduced after 2001 Prices are for mid range variants Source- Auto dealers 
The insurance and tax on a Maruti vehicles and refurbish them. Some are some companies that offer their | 
800 would add up to around Rs independent used-car dealers allege employees low-cost loans that usu- 

20,000. On the flip side, finan- that the price tags on cars that are ally have a ceiling. If the individual 1 
ciers generally offer extended — sold through such channels is usually concerned is unwilling to take on an ! 
financing for new cars. higher than they should be. additional loan responsibility, he 1 

ep The companies themselves have ^ or she should just buy a used car, i 

Kicking The Wheels a different point of view. Maruti, for outright. Then, there are individu- อู 


One reason for the increased inter- 
est in used cars is, well, the cars 
themselves. New-age engines boast 
a life of at least seven years (without 


instance, guarantees the odometer 
reading and offers three free services 
and a warranty. “We ensure that 
our buyers get only peaches not 


als who can afford a mid-sized car 
or a small one, but would like to 
drive around and be seen in a large 
or mid-sized one. In most parts of 


having to be opened up and tuned). lemons,” says Ravi Bhatia, Sales the country, a two-year-old Skoda 
“In a reasonably well maintained Support (True Value Business), Octavia can be had for the price 
car, the life of an engine can be as Maruti. Ergo, customers can res- of a new Honda City. 


long as seven years," says K. 
Mahalingam, a partner at TS 


trict themselves to a less taxing due 
diligence of documentation, the 


Generally, it doesn't make sense 
for customers to buy a one-year 


Mahalingam & Sons, one of customary kicking of the tyres, and — old car; the price differential bet- 
Chennai's leading used car dealers. — the ritual checking of the odometer. ween this and a new car is unlikely 
Another is the emergence of to be significant and can probably be 
company-led and dealer-driven ini- Used Or New? set off as the cost of warranty. 
tiatives in the space, such as Maruti There are times when and people ADDITIONAL REPORTING BY 
True Value and Ford Assured where for whom it makes sense to go ไท SHALEEN AGRAWAL, KUSHAN MITRA 
the companies themselves check for a used car. For instance, there AND RAHUL SACHITANAND 


Interested Parties 
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Citibank — 58 o — Samasabve S$ —. Same as above - 

HOFC Bank - arm M Same as above - Sa pow Same as above 

State Bank of India Three-fourths of invoice Similar to used cars, but 
valve; Negotiable, ——— | max. funding is alittle high — 
Karur Vysya Bank 9-11 percent diminishing, Same as above Sa 
Canara Bank / Same as above 


Source: Auto dealers 


ICICI Bank otal asin invoice; Up to 100 per cent 
Rs 50,006 Ww 


POPNE 


6 แพ ก 6 ก 
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b | 9-11 percent 
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Oil-On-Boil Stocks 


With dire predictions of oil breaching the $100 
(Rs 4,500)-to-the barrel shortly, here is our pick. 


NDIA, MUCH LIKE THE REST OF THE WORLD, IS ON THE 
lookout for renewable and alternate sources of energy 
to power its economy. So, is this the right time to invest 
in alternate energy stocks? Yes, but only if you are will- 
ing to invest for the long term. 
Wind: In terms of wind power capacity, India bet- 
tered most analysts' expectations with 1,200 MW 
coming online in 2005 alone. In fact, India has sur- 
passed Denmark and is now ranked fourth in terms of 
total installed wind capacity. Turbine manufacturer 
Suzlon, whose IPO (initial public offering) saw it float as 
the highest valued wind turbine manufacturer in the 
world (in terms of market capitalisation), has global 
ambitions and is touted as a good pick. It recently 
announced that it would set up a $60 million (Rs 


Top Picks 












Bajaj Hindusthan | — 420 | 

Praj Industries was | 1098 | 8 | 753 
Balrampur Chini 4 8 : 205 5» 178 
Triveni - 913 | 12995 | 5325 173 

Engineering 

^ On 2005-06 earings Source: BSE 


270 crore) wind turbine generator manufacturing facility 
in China. Most analysts, however, feel that the scrip 
already trades way above its earnings and is, therefore, 
vulnerable to sharp corrections in the market. 

Top pick: Suzlon Energy 

Ethanol: The emergence of ethanol as an alternative to 
petrol can affect sugar production and prices. Last year, 
India produced 20 million tonnes of sugar, just enough 
to meet demand. Therefore, even a small increase in 
ethanol production, say analysts, would mean a signifi- 
cant increase in sugar prices and this will augur well for 
the industry in general. Companies like Bajaj Hindusthan, 
Balrampur Chini and Triveni Engineering are in the 
process of building up capacities and are good picks. 
Another good pick is technology leader Praj Industries. In 
April this year, venture capitalist Vinod Khosla acquired 
a 10 per cent equity stake in Praj, setting off an expo- 
nential rise in its share price. 


Top picks: Bajaj Hindusthan, Balrampur Chini, Triveni 


Engineering, Praj Industries 
AMAN MALIK 
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Value-picker's Corner 


BSE adjusted closing prices | Daily market cap on BSE 
(in Rs) (in Rs crore) 948.75 


May 24, '06 
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Source: CMIE 
POWER TRADING CORPORATION; PRICE: RS 63 - 


POWER TRADING CORPORATION IS THE DE FACTO POWER EXCHANGE 
in India. It makes a commission of 4 paise on every unit of 
power it trades in (for power generated and sold locally) and 
2.5 paise on power imported from Nepal and Bhutan. In 
2005-06, the company traded in 11 billion units, some 2 
per cent of the total power requirement of India (it closed 
the year with Rs 3,108.5 crore in revenues and Rs 40.6 
crore in net profit). The thing that makes the company a 
good buy is its emphasis on long-term contracts. "The 
change in business mix towards long-term contracts extends 
volume- and margin-visibility (read: it makes the busi- 
ness more predictable)," says Satyam Agarwal, an analyst 
at Mumbai-brokerage Motilal Oswal, who has a 'buy' rec- 
ommendation on the stock with a target price of Rs 104. 

MAHESH NAYAK 


OF INDIA'S TOTAL SOFTWARE EXPORTS OF $12 BILLION (RS 54,000 
crore) in 2005-06, telecom software accounted for 
$1.56 billion (Rs 7,020 crore). "With areas like 4 
remote network management and product 
development moving to India, the a 
industry's share could increase from 13 
per cent to 18-20 per cent (of exports)," 
says Kasturi Bhattacharjee, Principal 
Consultant, PricewaterhouseCoopers. The 
beneficiaries: Wipro, TCS, Infosys, Patni, 
Subex, Sasken, Datamatics, Megasoft and 
Mahindra British Telecom. "The $1.3 trillion (Rs 
58,50,000 crore) communication convergence 
industry will continue to grow," says Rajiv Mody, 
Chairman & CEO, Sasken. m 
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the 5th of June, every year, the Global 
-— () pp celebrates World Environment 
r Day. The World Environment Day theme 
selected for 2006 is Deserts and Desertification and the 
slogan is Don't Desert Drylands! The slogan emphasizes 
the importance of protecting drylands, which cover more 
than 40% of the planet's surface. This ecosystem is home to 
one-third of the world's people who are more vulnerable 
members of society. 

At the heart of the celebrations of World Environment 
Day is the belief that every individual human being has the 
right to enjoy clean air, pure water and the benefits of our 
biological diversity. 

On this day, we evaluate the accomplishments made in 
the defense of the environment and we look forward to 
meeting greater challenges, we must also recognize the acts 
of courage and determination of ordinary people who play an 
extraordinary role in conserving the environment. 

We must also understand that we are the stewards of the 
natural environment and the entire planet, and as such we are 
responsible for what ever happens to any of the ecological 
systems. 

Then you have human nature, which resist change 
especially when it comes to giving up something that makes 
life easier or that is the economical source of their survival. 
If people survive or derive their income or livelihoods from 
these natural sources it will be almost impossible to get them 
to change their habits of destruction to the natural 
environment. 

The impact on the environment would be devastating and 
our world would eventually be unable to sustain any life and 
we would have to move or perish with it. When all the 
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resource started disappearing businesses would run out of 


materials and be forced to eventually close forever. 

The ultimate solution to every environmental problem, 
from deforestation to pollution lies in each of us taking the 
responsibility for our own acts and not giving up hope. 

Each time an individual stands up for the environment or 
acts to improve it, there is a tiny ripple of hope. The 
achievement of every single individual is significant when 
assessed alone, but monumental when the global community 
acts together. 

Most people want to improve the quality of their lives. 
But this quality of life is threatened by the explosive and 
continuing growth rates of urban areas. Air pollution already 
exceeds health standards in many mega cities. Especially 
dangerous is the public health hazard of contaminated water 
supplies, and unlovely wastes are all too evident. 

One thing is clear, and it is that the fate of cities will 
determine more and more not only the fate of nations, but 
also of our planet. If cities are to continue to be the engines 
for economic growth, as they have been throughout human 
history, their future development has to be based on 
considerations that are environmentally sustainable. 

Beyond the immediate priorities for improving the urban 
environment lies the need to strengthen local governments, 
to implement new approaches to alleviating poverty and 
supporting communities and to develop more 
environmentally friendly cities. On this World Environment 
Day, let us rededicate ourselves not only to conserving the 
environment, but also to spreading the message of global 
environmental citizenship - the opportunity, indeed the 
responsibility, of all citizens to care for those around them 


and make this world a better place." 
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WORLD ENVIRONMENT DAY * 5 June 2006 
DESERTS AND DESERTIFICATION 






Shri Vilasrao Deshmukh 
Hon. Chief Minister. Maharashtra 


DON'T DESERT DRYLANDS! | là 





The purpose of | is to 
focus worldwide attention onto the importance of | 
Ihe environment and stimulate political attention 

and action. The event seeks to give a human face | 
to environmental issues and advocate 

partnership which will ensure thal all nations and 

people enjoy a safer and more prosperous future 





Today Desertification is a serious matter to 
ponder upon since we are exhaustively 
exploiting our land in the wake of over 
productivity. To prevent this we all will have 
to contribute our part to nature by planting 
more and more trees. Best wishes to all 
the people of Maharashtra on World 
Environment Day. 





land degradation 
in arid, semi-arid 
and dry sub-humid areas ; 
resulting from 

various factors, ~ 
including climatic variations 
and human activities, 
is followed by. desertification. 
And then it remai 
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Shri. R.R. Patil 


Hon. Dy. Chief Minister, Maharashtra 





On the event of World Environment Day, we 
need to think about environment related 
problems. For this we have to check the 
changes in fertile, non fertile and dry land so 
as to prevent desertification. In order to 
keep a control on water table we all have to 
use water judiciously and plant more and 
more of trees. 













trees. ol 
desertification in Maharashtra. 


i "nu os 





Shri Ganesh Naik Shri Ravindra Patil 


Hon. Environment Minister, Maharashtra Hon. Minister of State for Environment. Maharashtra 





This year we are going to celebrate World Our life is fully dependent on our Nature from the 
Environment Day by planting more trees and air we breathe, to the food we eat. We all have to 
using water carefully. On the arrival of monsoon prevent our environment from the disastrous 
we organize events for tree plantation. We hands. As a result of over production and 
should be careful about the provision of water excessive use of chemicals, our fertile lands gets 


for those trees throughout the year, and infertile and ultimately result into desert. Thus on 

make Maharashtra's environment green with the event of World Environment Day let us pledge 

trees to plant more trees and improve quality of soil and 
water level. 


Sharvari Gokhale Dr. Dilip Boralkar : 


President Member Secretary 
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It is now almost three years that you have been heading the 
Maharashtra Pollution Control Board. What are the 
achievements of the Board during your leadership? 

Actual achievements/assessment in terms of Board's 
performance are to be judged by the others and not me. But if you 
insist, I may say that we have moved away from command and 
control approach. We are focusing on facilitation and assistance 
to the industry and others for securing compliance of 
environmental standards. This requires building up of mutual trust 
between the polluter and the regulator. I think we have managed 
to achieve this goal, which has been very important factor in 
efficient functioning of the Board. Considering the ever- 
increasing activities of the Board, we have gone for 
computerization of various activities and outsourcing many of our 
activities. The major changes in the approach and functioning of 
the Board has resulted in increased revenues of the Board and also 
the numbers of public complaints have reduced considerably. 
Common effluent treatment plants in the cluster of industrial areas 
have been made operational properly, which has considerably 
improved the environment in the industrial areas. 

Did you face any serious difficulties/ 
challenges while implementing the 
regulatory agenda? 

No. In fact, we got tremendous 

support to all our actions, activities and 
programs from political leadership, state 
administration, NGOs, industries, media 
and public in general. 
You have been a Member of the 
Supreme Court 
Committee on the hazardous waste management in the 
country. How do you rank Maharashtra in terms of the 
implementation of the SC orders as compared to other states? 
Are there any special issues that you would like to mention on 
this subject? 

SCMC in January, 2006 have ranked Maharashtra as number 
one state in compliance of Supreme Court Orders in hazardous 


Monitoring 


waste management. This is particularly important since 
Maharashtra State alone produces almost half of the India’s 
hazardous waste and therefore environmentally sound 
management of hazardous waste posed a major challenge in terms 
of technology and infrastructure required for its safe disposal. 
However, with the support and active involvement of MIDC and 
Industries Associations, we were able to create state of art 
treatment and disposal facilities for the hazardous wastes in 
Maharashtra. 

The business industry is anxiously looking forward to 


MPCB's much touted e-governance program? What are the 





features of this project and how it will help the industry 
overcome the difficulties in getting consents/ authorizations? 
One of the core functions of the Board is to grant Consent/ 
Authorization/ NOC for almost all development projects in the 
State and as a result the Board is engaged in the consent 
management of about 55,000 industries. In order to expedite the 
grant of consents/authorizations, we have introduced computer- 
based automation and in the second phase we are going for 
Under this 
procedure, one can make an application on line and also can track 
the application till it is cleared by the Board within the pre- 
decided time frame. 
You have floated an idea of establishing a separate 


complete computerization of consent issuance. 


corporation for environmental infrastructure — in 
Maharashtra. What are the issues before this proposed 
company? How do you expect to raise the funds and to what 
extent the financial institutions have shown interest in this 
important project? 

The goals of environment protection cannot be achieved 
unless we take efforts in over all improvement in the environment 
in terms of air quality, water quality, management of solid wastes, 
chemical accidents emergency response planning and others. All 
these areas also require common infrastructure for environmental 
protection. So far we have been focusing on the individual 
polluters. However, the commonly what we call as non-point 
sources of pollution were left out. Most of our local bodies are not 
meeting the compliance of MSW Rules. Hospitals are lacking 
adequate facilities for collection and treatment of wastes arising 
from treatment of patients. At several places, ground water is also 
contaminated and soil is polluted making it unfit for agricultural 
production. In order to address these issues, we need to use 
technology, which generate less pollution. In order to promote 
and facilitate the investments in building up of environmental 
infrastructure, our Hon'ble Minister for Environment has mooted 
a proposal to set up Special Purpose Vehicle, which will raise the 
funds and facilitate providing environmental infrastructure based 
on the public-private partnership. 

What are your future plans to enforce environmental 
regulatory mechanism in Maharashtra to achieve greater 
degree of success in pollution prevention and control? 

Water and air quality monitoring network in all over the state 
is high on our agenda. We have planned to expand and strengthen 
environmental monitoring network and dissemination of 
information to the people. The monitoring of the health impacts 
has been a neglected area. We have now planned to take up the 
assessment studies in terms of health effects due to pollution. For 
this purpose we would also seek bilateral and multi-lateral 
support and coordination with other expert agencies/institutions. 
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Celebrate World Environment Day with the ‘No Fuel’ energy 
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BECKONING CAREERS 


Wanted Money Managers 


There’s a massive demand for equity analysts, portfolio managers and 
allied professionals. But the supply side isn't keeping pace. Result: a mad 
scramble for talented number crunchers. ANAND ADHIKARI 


LOBAL INVESTMENT 
banks like Barclays 
Bank, Citigroup 
Hong Kong, Credit 
Suisse First Boston, 
Lehman Brothers and Merrill 
Lynch couldn’t seem to get their 
fill of Indian Institute of Mana- 
gement (IIM) grads this year; and 
the grads, for their part, didn’t 
seem to mind at all. 

At uM Ahmedabad, Barclays 
emerged the clear favourite; 16 
students accepted its offers. 
Lehman Brothers (12 acceptances) 
and Merrill Lynch (8 acceptances) 
followed in second and third po- 
sitions, respectively. A full third 
of the Class of 2006 opted for 
jobs at multinational or Indian fi- 
nancial services firms. Result: tra- 
ditional hotshot sectors like FMCG 
and consulting had to be content 
with second and third spots, re- 
spectively. The same story played 
itself out at management institute 
campuses around the country. 

“There are thousands of lucra- 
tive jobs available in this sector. 
The problem lies at the other end; 
there is a dearth of talent in the 
market,” says E. Balaji, Executive 
Director (Staffing Solutions) at Ma 
Foi Management Consultants, a 
leading executive search firm, which 
works with several high profile in- 
vestment banks. 

“Most finance firms didn’t hire 
significant numbers in the early 
2000s; this has resulted in a short- 

















WHO'S HIRING 

Edelweiss Capital, ASK, Motilal 
Oswal, SSKI, Enam Financial, 
Lehman Brothers, JP Morgan, 
Merrill Lynch, among others 


AT WHAT LEVELS 

Management trainees, Senior 
Managers, Equity Analysts, 
Commodity Traders and 
mid-top level executives in their 
investment banking 

divisions 


AT WHAT SALARIES 

Rs 2.5-6 lakh p.a. for freshers; 
Rs 15 lakh-plus p.a. for 
executives with at least 5 years 
experience; and Rs 4.5 crore 
p.a. for top management 
positions. 


WHAT QUALIFICATIONS ARE 

THEY LOOKING FOR 

MBAs, BBS (Bachelor of Business 
Studies), BMS (Bachelor of 
Management Studies), CAs, 

CFAs, CS and ICWA grads 


Compensation in the financial services sector is driven _ 
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age of mid-level human resources," 
says Sonal Agrawal, CEO of head- 
hunter Accord. Result: poaching 
is quite common and attrition lev- 
els are rising. Consequently, emp- 
loyers—both Indian and multina- 
tional—are responding by offer- 
ing top performers unbelievable 
salaries and bonuses. Million dollar 
(Rs 4.5-crore) annual salaries, 
though still rare, no longer raise 
eyebrows, and several talented pro- 
fessionals at mid-to-senior levels 
now get Rs 1 crore-plus packages. 
"Compensation in the financial 
services sector is driven by bonuses. 
This year, they have jumped by 
over 100 per cent," says Shiv 
Agrawal, Director, ABC Consultants, 
another leading head hunter. DSP 
Merrill Lynch, Citigroup and JP 
Morgan paid bonuses of 100-250 
per cent (of salaries) last year, 
while leading Indian companies 
like Kotak Capital Market and 
ICICI Securities, among others, 
doled out incentives at the lower 
end of that scale. 

This boom in both recruitments 
and salaries is driven by the sus- 
tained bull run in the stock markets 
(the impact of the current volatility 
will be felt after a time lag but 
only if it continues for some time). 
Business volumes have grown 200- 
300 per cent over the last 2-3 
years; and new niches like wealth 
management services, portfolio 
management, private equity, mut- 
ual funds and insurance have cre- 
ated massive demand for qualified 
personnel. 

Expectedly, leading Indian inv- 
estment services companies like 
Edelweiss Capital, Ask, Motilal 
Oswal, 55 แ 1 ง, Enam Financial and P | 
Angel Broking are on a hiring A ส ตี่ ศั ห น 
spree. "There's a war for talent,” NT egt 
says Sangeeta Singh, a partner at ' Atari 
Ambit RSM, an investment banking M 
firm. Between them, these seven Angel Broking's Phadke: Soaring salary packages may not sustain for long 
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by bonuses. This year saw a jump of over 100 per cent 
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firms plan to hire over 100 rese- 
archers, analysts, dealers and other 
investment banking professionals 
this year. Add Kotak Capital, ICICI 
Securities and the multinationals to 
the equation (both for India-re- 
lated and outsourcing work) and 
that figure rises exponentially. *We 
generally look for a mix of new 
people and the people growing 
with us," says S. Ramesh, Executive 
Director at Kotak Mahindra Capital 
Company. He also expects a re- 
verse brain drain a /a the IT sector 
to fill in the talent vacuum in this 
sector. Adds Vallabh Bhansali, 
Chairman, Enam Financial Cons- 
ultants: “You have to build a brand 
to attract people in the financial 
services sector." 

"The only constraint to creating 
more jobs is the limited talent pool. 
Every client wants the best for 
every position and does not mind 
paying high prices for the right 
candidate," says Agrawal. This 
shortage is likely to accentuate 
when the likes of Lehman Brothers, 
Goldman Sachs and half a dozen 
other global investment banks enter 
the Indian market with full-fledged 
operations (which they plan to do 
over the next 1-2 years). Their 
entry—and expansion by existing 
players—is expected to create at 
least 5,000 new jobs and result in a 
further inflation in wage rates. 

The question, naturally, is: 
where will so many corporate fin- 
ance professionals suddenly mat- 
erialise from? Answer: from acco- 
unting and consulting firms. *We 
are also looking at people in the 
corporate sector with experience in 
planning and formulating strate- 
gies," says Sonal of Accord. The 
skill sets required for tracking the 
behaviour of stocks, after all, are 
the same. 

Meanwhile, there are some 
voices that warn that the good 
times may not last for ever. *The 
market is quite overheated," says 
Balaji. And he's not referring to 
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INDUSTRY SCORECARD 


aration rate 15-20% 


wace escalaTion 29-4076 per annum —— 
sousts 100-250% of annual salary 





ABC Consultant’s Shiv Agrawal: Filling the clients’ appetite with the best talent 


the BSE Sensex. Rajiv Phadke, 
Executive Director, Angel Broking, 
adds: “These soaring salary pack- 
ages are not sustainable.” 
Bhansali disagrees. “Unless som- 
ething drastic happens, the jobs 
market will continue to look buoy- 
ant,” he says. ABC’s Agrawal also 
believes that this buoyancy will 
sustain through the period of 


volatility. “As the pace of talent 
acquisition gathers momentum, 
the compensation packages may 
swell even further,” adds Ambit’s 
Singh. 

For wannabe investment ban- 
kers—either straight from B-schools 
or from other sectors—the good 
times continue to roll, the tottering 
Sensex notwithstanding. 








The Sky Riders 


There's a massive demand for commercial pilots. 


THERE'S A DARK CLOUD THREATENING THE BOOMING 
Indian aviation sector—shortage of commercial pilots. 
The expected addition to the Indian fleet over the next 
five years: 300 planes; the expected shortfall in the sup- 
ply of pilots: 3,500. This demand-supply mismatch has 
led to salaries going through the roof. Private air- 
lines like Jet Airways, Kingfisher Airlines and Air 
Deccan pay their captains (who need to have at least 
2,500 hours of flying experience) about Rs 3-4 lakh per 
month, while co-pilots get about Rs 2-3 per month. 
“There is significant demand for pilots at the com- 
mander and co-pilot levels. The supply looks con- 
strained at the moment, but we are hoping that the sit- 
uation will improve in the coming months," says 
Surajit Banerjee, Vice President (HR), SpiceJet. 

KAPIL BAJA] 


Institutes India Gandhi Rashtriya Uran Akademy, 
Rae Bareli, UP; Flytech Aviation 
Academy, Hyderabad; Ahmedabad 
Aviation and Aeronautics Ltd; Orient 
Flight School, Pondicherry; Madhya 
Pradesh Flying Club, Indore 


What's the minimum 10-2 certificate (physics and maths 


qualification for the essential) and a private pilot's licence 

Course duration 3 years 7 XC 

Course fees , Rs 12-15 lakh ax 

Who's hiring Almost all airlines (Indian, Jet Airways, 
SpiceJet, Air Deccan, Kingfisher Airlines, 
GoAir and several soon-to-be 

Ner POI launched airlines) ) SBE 

For what positions ^ Trainee pilots, Co-pilots and Captains 

At what salaries Rs 1-4 lakh per month 
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today and get to the point. 


COUNSELLING 


HELP 
TARUN! 


Q: | am an engineering graduate and am interested in pur- 
suing further studies from the University of Petroleum 
and Energy Studies, Dehradun. What vistas would a 
course from such an institute open up for me? Is there any 
other institute in the country which offers similar courses? 


After this course you will be able to join a petro- 
leum/energy company. Though part of the energy sec- 
tor is privatised, most jobs in this area are with gov- 
ernment owned/nationalised companies. The jobs 
could be in various fields from operations to 
logistics to production. 


Q: | am a 21-year-old BSc graduate pursuing an MBA 
(through a distance education programme) from the 
Institute of Business Management & Research (IBMR), Hubli 
(Karnataka). The institute is affiliated to Sikkim Manipal 
University. My friends tell me that MBA should only be pur- 
sued on a full-time basis. Also, my college doesn't have a 
placement cell in place. Please advise. 


A part-time distance learning MBA does not really 
give your career a major boost. Hence, it is defi- 
nitely advisable to pursue a full-time MBA. Look out for 
ones with decent placement history. 
Answers to your career concerns are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 

/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


ReadiMinds Systems & Services Pvt. 
Ltd., Product Development 
Manager, Bangalore & Hyderabad, 
10 - 30 Years, 58927 

Must have knowledge of software 
applications in logistics, distribution, 
manufacturing and supply chain 
management and application. 


vMoksha Technologies, SAP MM, 
Bangalore, 8 - 20 Years, 2001900 
Must contain strong knowledge in 
configuring for Release Procedure, pricing 
procedures, vendor evaluation, Batch 
Management & automatic batch 
determination strategy based on shelf life 
expiration date , FIFO & certain quality 
charecterestic. 


BlueKans, Infrastructure - Head, 
Delhi & Hyderabad, 15 - 20 Years, 
2004340 

Responsible for supervising, managing and 
motivating a team of site engincers, ensuring 
optimum performance. Relationship 
Management with customers, understanding 
their requirements and providing solutions, 
Liaison with Consultants, etc. 


Bridgers & Headers, Senior 
Production Support Manager, Pune, 
14 - 18 Years, 2051725 

Candidate should have good experience in 
Mainframe Technologies or Java 
Technologies with exposure to SDLC. 


Oracle India Pvt. Ltd., Sr. QA 
Manager (Test Manager), 
Bangalore, 10 - 16 Years, 1995969 
Must have ability to lead a team of software 
QA engineers, In-depth understanding of 
software development and QA 
methodologies, including QA tools for 
automation, code coverage, etc. 


Ikanos Communications (I) Pvt. 
Ltd., Senior IC Design Engineer, 
Bangalore & Chennai, 10 - 15 Years, 
266281 

Will be responsible for technically guiding 
team in the development of a complex SOC. 
He will be the main technical liaison for 
resolving technical/project schedule related 
issues. 


Alamy Images (1) Pvt. Ltd., Chief 
Software Architect, 
Thiruvananthapuram, 10 - 15 Years, 
2022513 

Will be responsible for maintaining Alamy's 
technology strategy and translate this into 
systems projects, driving a governance 
process to keep projects on track to fulfil 
our strategic vision. 


LioNBRIDGE, Associate Manager / 
Manager-Quality, Bangalore, 

7 - 10 Years, 382597 

Responsibilities include facilitation of 
project teams in implementing the QMS, 
CMMi methodologies, implementing quality 
systems and cenducting quality audits and 
ensure audits are conducted as per plan. 


Kanbay, Delivery Manager - 
Peoplesoft, Hyderabad, 10 - 16 Years, 
2050998 

Job involves project delivery, busines 
development support, tracking and meeting 
business unit (BU), career management and 
appraisal of associates in the team. 


Virtusa (I) Pvt. Ltd., PM - DW, 
Chennai, 8 - 18 Years, 2038750 
Candidate must have experience in complete 
Project Management Life cycle, DW 
development and maintenance, system and 
scripting administration etc. 


IBM India Ltd., Advisory R&D 
Engineer - ASIC, Bangalore, 

10 - 15 Years, 1988794 

Is expected to work as Chip Architect on 
front-end design flow for ASIC design. Will 
be responsible for architecting chip 
solutions based on customer requirements. 
Must have experience in leading project 
teams to deliver SOC / ASIC solutions, bus 
interface, processor based design etc. 


WNS Global Services, Senior Vice 
President - Consulting Practice & 
Program Management , Pune, 10 - 25 
Years, 2048686 

Job responsibilities includes identifying areas 
for efficiency improvement and drive 
implementation of same, ability to handle 
multiple transitions, respond to RFI/ RFP’s 
along with team etc. 


Astrowix, GM/ DGM R & D- SW, 
Delhi & Gurgaon, 10 - 20 Years, 
2039089 

Managing product development team 
consisting of high-caliber engineers. 
Maintain a merit intensive engineering wo 
environment. Development coordination 
with other functional groups. Work in role 
requiring efficient interaction & negotiatic 
with external vendors & clients. 


Atkins, Structural Engineer - Wate 
and Wastewater, Bangalore, 

8 - 50 Years, 2048044 

Will be required to provide detailed desig: 
for a range of clean water and waste wate: 
projects. Structural design work will 
predominantly involve the design of 
reinforced concrete water retaining 
structures and associated substructure. 


Technical Systems Corportation, 
Head Legal, Mumbai, 

10 - 15 Years, 2055478 

Candidate must have experience in 
practicing advocat, legal matters partainin 
to real estate - land acquisetion and real 
estate development. 


Neuland Laboratories Ltd., Deput 
General Manager - QC & QA, 
Hyderabad, 15 - 25 Years, 2044451 
Candidate should be well versed with ICE 
guidelines, CGMP requirements. He must 
have handled statutory audits, regulatory 
body audits, customer audits & inspectio! 


Indegene Lifesystems Pvt. Ltd., 
Sr. Print Designer, Bangalore, 

10 - 15 Years, 414564 

Plan, design, diverse print variants like vis 
aids, brochures, snippets, posters, logos at 
covers for products and services. He must 
have the artistic ability to think creatively | 
designing eye-catching etc. 


Karle Group Of Companies, 
Marketing Manager [Apparel], 
Bangalore, 10 - 15 Years, 403888 
Candidate with in-depth understanding of 
global marketing, ability to device marketi 
strategies to effectively develop business 1 
keeping with the corporate vision. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Oracle India Pvt. Ltd., Sr. QA 
Manager, Bangalore, 10 - 16 Years, 
1995969 

Responsible for managing a team of 
automation framework, tools deployment, 
and industry-standard system test. Must 
conatain strong knowledge of HTTP, XML, 
java /C++ programming, oracle database, 
PERL, shell scripting ete. 


Keane Inc., Delivery Manager, Delhi 
& Gurgaon, 12 - 15 Years, 2060680 
The ideal candidate will have a successful 
track record in the IT consulting services 
including hands on delivery, A/C 
management, relationship management, 
cross sell, up sell, budget responsibility and a 
hand-on role in revenue attainment. 


LSI Logic India Pvt. Ltd., Human 
Factors Designer Engineer, 
Bangalore, 3 - 5 Years, 2058154 
Responsible for designing graphical user 
interfaces for storage software products 
following company and industry guidelines, 
conducting usability evaluations of hardware 
and software storage products. 


RediSolve, Senior Network 
Administrator, Chennai, 3 - 8 Years, 
2040279 

Will be responsible for all aspects of 


network security and network configuration. 


IVY Comptech Pyt. Ltd., Systems 

Analyst / Sr. Systems Analyst: Web 

Services, Hyderabad, 4 - 6 Years, 

2024332 

4o create technical specifications and design 
products, design reviews and code reviews, 

prepration and review of test plans. 


First Indian Corporation Pvt. Ltd., 
FADT- Tech Lead, Bangalore, 

5 - 8 Years, 2043978 

Job involves resolving the technical issues 
facing on day to day basis in FADT 
products/ projects, involving in 
development/ maintenance of products 
owned by FADT, involving in process 
implementation on need basis & maintaining 
the product quality, 
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Four Soft Limited, Software 
Engineer, Hyderabad, 

3 - 5 Years, 2045999 

Support USA Deployment of Core products 
to clients using internally developed tools 
and installing in a variety of environments at 
the clients side - including production. 


Midas Web Technologies, Sr. PHP 
Programmer, Delhi, 2 - 6 Years, 
2039484 

Should have experience of working on PHP, 
mySQL, apache, linux projects, javascript, 
ajax, dreamweaver etc. Must have knowledge 
of putty, FTP, remote connection, XML 
parsing, APIs, mod-rewriting etc. 


Techspan India, SQA,SEPG 
Developers, Bangalore, 4 - 6 Years, 
2046212 

Candidate should have IT experience with 
experience inperforming SQA / SEPG role, 
providing quality facilitation to projects. 
Must be good in defining and executing 
measurement program. 


Net Infotech System, Network & 
System Engineer, Kolkata, 

1 - 5 Years, 2058025 

Should be experienced in operating windows 
XP, server 200 ๕ 2003, exchange server, 
cisco router configuration, RAD modem 
configure, networking devices and related 
trouble shooting of user problem etc. 


Dell Computer Corporation, SQL 
DBA, Bangalore, 3 - 7 Years, 2010043 
Responsible for maintaining database 
system, develop database architecture for 
information system projects, data quality 
analysis etc. 


Aztec Software & Technology 
Services Ltd., Technical Managers, 
Bangalore, 0 - 10 Years, 2041450 

Must have knowledge of Java, |2EE, LDAP, 
struts, SQL server as a key developer or lead 
or architect. Will be the owner of the 
technical approach section. Review 
estimates, review project schedules, review 
work breakdown, high level designs, low 
level designs, coding, testing etc. 


J2ee etc. Knowledge in XML 


i listing page 


Gates Computing Pvt. Ltd., SEO 
Expert / Webmaster, Mumbai, 

2 - 4 Years, 2039860 

Responsibilities include development and 
execution of SEO strategy, reporting, 
analytics and management of the SEO 
activities for management to review, 
optimize all site components such as:copy, 
page title & descriptions, site architecture, 
creative, landing pages, ete. 


Intel Corporation, Software, 
Hardware, EDP, Bangalore, 

5 - 7 Years, 2034294 

Responsible for delivering the design and 
software stack for a new gencration mobile 
platform based on low power technologies. 


Hewlett Packard, EN Senior 
Engineer, Bangalore, 2 - 8 Years, 
2024623 

Develop and support tools and 
infrastructure for Kernel Test Development. 
The team also actively participates with 
kernel development teams to develop test 


Satyam Computers Services Ltd., 
Software Engineer, Chennai, 

3 - 6 Years, 2039017 

Candidate must have good skilles in Java, 
, XSL will be 
added advantage. Prior experience in 
banking dome will be preferable 


SAP Labs (I) Pvt. Ltd., Patent 
Engineer, Bangalore, 2 - 5 Years, 
317739 


Job functions for this position include 


supporting attorneys with the technical 
aspects of patent practice. This support will 
include reviewing inventions with LAB 
engincers, counscling inventors on suitability 
of ideas for patenting - considering novelty 
and patentability subject matter issues, and 
helping inventors draft invention 

disclosures 


SQL Star International, Oracle DBA, 
Bangalore, 3 - 6 Years, 2042082 
Responsible for installation, maintenance 
and administration of oracle 8i/9i database 
in UNIX environment, oracle RDBMS 
backup and recovery, monitoring the 
performance of the oracle databases etc 
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Sales and Marketing Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Neel din Trading Pvt. Ltd., 
Marketing Manager, Mumbai, 

0 - 15 Years, 2039471 

Will work as an in charge for marketing and 
development of various products. 
Responsible for all corporate marketing 
activities, development of marketing policy 
and making strategy and identify potential 
customers among the expected market area, 
facing corporate customer and convince 
them. solving their queries etc. 


Onward Technologies Ltd., Sales 
Manager/ Director, Pune & Other 
International, 10 - 20 Years, 2039570 
Must have experience in sales related to 
outsourcing of CAD/CAE processes, 
making professional techno-commercial 
proposals to clients, both for man-hours 
basis and fixed cost basis, etc. 


V3 Controls Pvt. Ltd., Senior 
Engineer Sales, Pune, 3 - 5 Years, 
2039490 

Looking for candidates having sales 
experience in selling products like AC/servo 
drives, gearbox, geared motors, PLC & HMI 
is a must for this position. 


LL Equipment & Machines Pvt. 
Ltd., Sr. Sales Executive, Marketing 
Executive, Bangalore, 0 - 5 Years, 
2022518 

Looking for people to build our direct sales 
team for more deeper market penetration. 
The person should be capable of handling 


and supporting and creating new dealers. 


Vimta Labs Ltd., Area Sales 
Managers, Sales Executives and 
Sales Officers, Other India, 

1 - 3 Years, 2041562 

Required a hard working candidate to 
promote our highly specialised Pathology 
testing services and he must have skills in 
areas like sales. 


ESS DEE Nutec Infinities Pvt. Ltd., 
Territory Sales Manager, Mumbai, 

1 - 5 Years, 2041359 

Will have to meet clients, develop relations 
with prospective customers, search for new 
clients and achieve the target given to you. 


Honda Siel Power Products Ltd., 
Area Manager, Delhi, 8 - 10 Years, 
2040636 

Job involves ensuring adequate dealers for 
market coverage, planning for press 
advertisement/hoarding/hall painting etc, 
keeping track of competition information 
and suggesting counter actions, sales 
forecasting etc. 


Nci India Pvt. Ltd., Marketing 
Executives, Hyderabad, 1 - 5 Years, 
2010206 

Should be capable of managing the entire 
Delhi, Noida / Gurgoan region's 
marketing/sales activities. He should have 
good knowledge of 
computers/networking/telecom products. 


Khinvasara Group, Marketing / 
Sales Executive, Aurangabad, 

2 Years, 2025464 

Must have experience in construction 
industry. He should have creative and 
aggressive attitude in all marketing and sales 
activity, able to derive synchronization 
between market needs and demand, able to 
conduct market survey. 


Manya Group Pvt. Ltd., Marketing 
Executive, Bangalore, 0 - 2 Years, 
2030239 

The person will be organizing seminars in 
Colleges/Schools, coordinating road shows, 
posteting, bannering, setting up kiosks near 
popular joints, sending BD mailers, 
participating in fairs etc. 


Real Soft Inc., Marketing Specialist - 
IT Services and Products, 
Bangalore, 2 - 5 Years, 2033047 

The candidate must have good 
understanding of IT products and services 
marketing. He must have dealt with C-Level 
personnel of SME & large companies. 


MaxisIT, Sales Executive, 
Hyderabad, 3 - 5 Years, 1858717 
Responsibilities include assisting in 
managing a diverse target/prospect list, 
generating leads using information age 
techniques, identifying potential customers 
on a regional basis etc. 


Nandagiri Eco -Tech. Ltd., Sales 
Executive, Bangalore, 0 - 5 Years, 
2038100 

The ideal candidate must be a hard working, 
person who is key skilled in areas like sales. 


Terra Firma, Relationship Manager 
Sales Executives, Pune, 0 - 2 Years, 
2045278 

Must have ability to develop sales in the 
financial solution selling, building long terrm 
relationship with the customers, proper 
follow up of customers to close the sale ete 


Cybage Software Pvt. Ltd., Business 
Development Executive, Pune, 

1 - 3 Years, 2043662 

Should have experience in business 
development in IT/ ITES industry, exposu: 
to international markets and must be 
expertise in making cold calls, lead 
generation, maintaining database, etc. 


Imagico India Pvt. Ltd., Marketing 
Executive, Ahmedabad, 1 - 2 Years, 
354627 

The ideal candidate must have knowledge c 
marketing pigment or pigment pastes. 
Experience in Paint Industry will be an 
added advantage. 


M/s Winfoware Technologies, 
Sales/Marketing Professional, 
Bangalore, 3 - 5 Years, 2050941 
Looking for professionals to assist our 
marketing efforts in IT software products. | 
Candidate will preferably selling capital | 
equipments and solutions to manufacturing 
automobile, textile, etc. 


Eurobond Industries Pvt. Ltd., 
Regional Sales Manager, Mumbai, 
1 - 3 Years, 2016500 

Must have experience in building 
Construction Industry. Must be presentable 
and should have a burning desire to grow 
and dealing with man management. Should 
contain knowledge in RSM, paints, 
construction, cement, etc. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Finance Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Vishnu Enterprises, Accounts 
Officer, Chennai, 3 - 15 Years, 
2039470 

The work requires sending of sales tax 
returns, yearly finalising of books & TDS 
filing etc. Posting of daily transactions, 
reconcillisation of bank reconsillation 
statement and maintenance cash balance etc. 


Prince Plastic International Pvt. 
Ltd., Manager-Finance, Mumbai, 
10 - 12 Years, 2039537 
Incumbents must have experience in exports 
related work with bank, working capital 
requirement, reconcilliation of accounts etc. 
Exposure to latest trend in banking (phone 

` banking, e-banking etc.) will be an added 

" advantage, 


Detection Instruments, Senior 
Accountant, Mumbai, 4 - 7 Years, 
2047105 

Candidate must have hands on experience in 
filing e- TDS returns, preparation of 
provisional accounts, accounting data entry 
in Tally 6.3 and other accounts related work. 


CEI India Pvt. Ltd., Finance / 
Accounts Executive, Chennai, 

2 - 4 Years, 2040120 

Responsibilities include maintenance of 
books of accounts in Tally package, 
calculation of pay-roll, including TDS on 
salaries, clarification to individual employee's 
working, preparation of final settlement 
sheets, preparation/ distribution of pay slips, 
etc. 


Pacific Ventures Group, Project 
Manager, Noida, 5 - 7 Years, 2058099 
hartered Accountant with knowledge of 
'AP FI/CO. Candidate must have people 
management experience. Data migration 

expertise would be preffered. 


Kelly Services, Accounts Executive, 
Mumbai, 3 - 6 Years, 2056699 
Candidate should be able to follow up on 
various forms required for assessment, with 
supply chain, customers if required. Hc 
should be able to collect data required for 
assessment, as per instructions of the 
consultant. 
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Nitco-tiles, Asst. Manager - Finance, 
Mumbai, 2 - 5 Years, 369269 
Candidate's job involves assisting in 
corporate finance activities including bank 
finance, working capital management, 
investment analysis and investment 
proposals, credit and risk management, bank 
guarantees, remittances, etc. 


Aster Teleservices Pvt. Ltd., CA/ 
ICWA, Hyderabad, 2 - 7 Years, 
2022118 

Must have good knowledge in accounting, 
taxation, finalisation, budgets, cash flows 
and STP formalities, R&D accoutnting and 
power projects. 

Apple Computer, Finance Executive 
- Fixed Assets, Bangalore, 

3 - 5 Years, 2022026 

Role is to manage all aspects of fixed assets 
accounting for the India centre, ensuring 
compliance with local & US GAAP & local 
tax laws, ensure the timely & accurate 
recording of fixed assets, ensure proper 
fixed assets classifications & depreciation, 
etc. 


Otis Elevator Company (I) Ltd., 
Finance Executive -Billing, Mumbai, 
4 - 8 Years, 2021956 

Job involves AMC billing/credit notes, 
correct revenue recognition and accounting 
the same, co-ordinate and calculate agent's 
commission payments for new sales, MOD 
and AMC business. 


Poddar Tyres Ltd., Internal Auditor, 
Mumbai, 3 - 10 Years, 2023676 

The incumbent will be responsible for 
carrying out audit of branches. He will be 
required to visit various branches in 
southern states and will have to report to the 
manager-audit functionally. 


IBS Software Services Pvt. Ltd., 
Executive-Corporate Audit, 
Thiruvananthapuram, 2 - 5 Years, 
421984 

Candidate will participate in the preparation 
of checklists, due diligence, information 
memorandum for M & A, prepare audit 
methodology, plans and procedures to 
achieve the audit objective, etc. 
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Colourroof India Ltd., Audit | 
Executive/ Professionals, Mumbai, 
2 - 5 Years, 2040620 

The candidate will be working in the audit 
department of the organisation. Preference 
will be given those candidates having work 
experience in CA firm. 


Intera Venture, Finance Manager - 
CA, Mumbai, 2 - 6 Years, 2040303 
To manage the accounts /compliance/ MIS 
of the company, to overlook the 
administration/HR of the compay, to be | 
incharge of the Income Tax/ROC and other 
secretarial matters, to ensure timely | 
submission of the MIS reports to the 
overseas head office etc. 


Aneja Associates, Chartered 
Accountant, Mumbai, 1 -3 Years, 
2026018 เว 
The Ideal Candidate must have pperational _ 
and management auditing experience in 
manufacturing, banking, capital markets, 
broking, insurance, retail, power, 
information technology, SAP 
implementation etc. 


Winmark Enterprises Pvt. Ltd., 
Accountant, Mumbai, 1 - 3 Years, 
2026242 

Candidate must be a graduate and should be 
well versed with Tally and MS-Office. 


Minda Industries Ltd., Accountant, 
Gurgaon, 2 - 4 Years, 2025671 

Job involves general accountancy of a 
manufacturing setup with exposure of 
Cenvat, insurance, assets accounting, 
banking maters, etc, 
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MSPL Limited is an iron ore mining, processing and exporting company and is 
the flagship of the Baldota Group. It has over four decades of experience and 
has been awarded ISO 9001, ISO 14001 and OHSAS 18001 certifications for its 
quality practices. MSPL is actively growing its mining business by acquiring 
additional mining assets. 


Career opportunities are available for committed individuals with a passion for excellence. 


Head - Logistics Hospet 
A post-graduate, preferably an MBA, with 10-15 years of experience in Logistics Management. The responsibility will include 
liaison with Railways, Ports and Ministry of Shipping, co-ordination of new projects (for infrastructure), bulk movement of cargo 
through rail, road and ship, collection and compilation of data on freight fluctuations and distribution to optimise distribution cost. 
Collection and study of the feasibility of time/voyage, chartering vessels and cost saving measures to achieve substantial reduction 
in terms of freight costs and MIS relating to logistic operations is part of the job. 


Group General Manager - Environment & Safety Hospet 
A graduate/post-graduate in Environmental Science with 10-15 years of experience in designing and implementing systems related 
to environment and safety, preferably in the mining industry. The ability to lead a team of environment engineers, work in synergy 
with mine managers and a track record of successful implementations is a must. The responsibility includes knowledge 
management and creation of a repository of good practices in the areas of environment and safety. 


Manager - Human Resources Hospet 


A graduate preferably in Social Sciences and a post-graduate in Business Management/Human Resource Management with an 
experience of 6 years in the HR department as a Manager with a progressive company, with focus on employee relations and 
development. The responsibilities include designing and conducting employee development programs, interacting with 
employees, employee counseling and managing employee communications. Managing statutory compliance of all the divisions, 
implementing progressive systems in terms of legal requirements, and liaisoning with statutory authorities is integral to the job. 


Head - Purchase Hospet 


The ideal candidate would be an engineering graduate with over | 0 years of experience in Materials Management. He will actively 
spearhead the policy making, planning, monitoring, controlling and management of the materials management function. The 
responsibility also includes Materials Planning with ERP Supply Chain Management, Vendor Development, Performance Review of 
vendors, Resource Management, Contracting Strategies, Negotiation, effective handling of imports including Customs Clearance, 
Warehousing, Distribution, Central Excise Clearances and Inventory Management. 


Chartered Accountant Hospet 
Experienced Chartered Accountants, having | -6 years of proven experience with professionally managed companies, are required 
to independently manage Finance, Accounting, and Taxation & Treasury functions of the group companies. Candidates with good 
analytical abilities, planning skills and leadership qualities are preferred. Exposure to Mining & Steel Industry, Export Oriented 
Units, Project Management and Risk Management would have a distinct advantage. 


For priority processing candidates are encouraged to fill in the online application form on our website. Alternately, send in 


the application stating the expected salary and a passport size photograph through email, mentioning the position applied 
for in the subject line or send it by mail superscribing the position on a 3"x7"envelope within 10 days to GM - HRD at 


MSPL LIMITED 


— € —ÀÁ MÀ —ÓM € — —À — — -— 


Nehru Co-Operative Colony, Hospet - 583203, Karnataka. 
BALDOTA Phone: 08394 -232003/4 Email: talent@mspllimited.com url: www.mspllimited.com 














Environmentalists and locals have held up several 
power projects in Karnataka, including the Rs 15,000- 
crore, 4,000-MW Tadadi plant. RAHUL SACHITANAND 


May 24, 2006 


FORTNIGHT LATER, ONE 
can still hear the rum- 
blings on the 20-acre 
Central Power Rese- 
arch Institute (CPRI) 
campus in Bangalore. On May 8, 
Union Power Minister Sushil Kumar 
Shinde landed on the verdant cam- 
pus to inaugurate CPRI's Centre for 
Industrial Waste Utilisation and 
Centre for Collaborative and 
Advanced Research, and instead of 
patting the state's power sector 
officials on their backs, he left them 
with a stern warning: The state had 
to take a decision soon on the 
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ambitious Rs 15,000-crore, 4,000- 
MW Tadadi thermal power project 
or risk losing it. "We've received a 
memorandum from environmen- 
talists about the ill-effects of this 
project, and the state government 
will have to respond to it if it is to 
keep competing states at bay," 
Shinde told reporters after the 
inauguration. 

Losing a big-ticket power project 
such as this one is something 
Karnataka can ill afford. A near- 
perennial shortfall of 1,500 Mw 
routinely plunges capital Bangalore 
and the rest of Karnataka into dark- 
ness. While successive politicians 
and administrators have promised to 
fill this gap with an assortment of 
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mega projects and invited ล succes- 
sion of private players to set up 
shop in the state, uninterrupted 
power supply has continued to be a 
bugbear for the state government. 
Losing Tadadi, then, would be a 
big blow to the state's efforts. 

But why isn't Karnataka able to 
go ahead with the seven-year-old 
Tadadi project? Blame it on local 
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People power: A March protest rally drew a large crowd 


environmentalists, rival politicians, 
fisherfolks and coastal villagers. 
"There is a raft of issues that has to 
be addressed about this project and 
no one seems to have addressed 
those issues," says Suresh Heblikar, 
Head of Eco-Watch, a Bangalore- 
based environmental agency. The 
challenges facing the Central gov- 
ernment-owned Power Finance 
Corporation (PFC), the nodal agency 
for this and four other large-scale 
thermal projects, range from the 
location of the project (bang in an 
ecological hotspot) to disposal of 
fly ash to potential violation of the 
coastal regulation zone to destruc- 
tion of local paddy and shellfish 
industries to displacement of some 
20,000 families. *This project is 
going to be set up on the fertile 
Gajini land (created by the ebb and 
flow of the nearby Aghanashini 


river) and it will destroy the local 
paddy, besides ending the indige- 
nous shellfish industry dominated by 
local women who specialise in shal- 
low diving," says Heblikar. 

These alarming statistics seem 
to have caught the public eye. The 
first large-scale protest organised 
by Heblikar's Eco-Watch in March 
this year ended up blocking the 
Mangalore-Goa highway for four 
hours, with the traffic snaking back 
2 km. “Turnout at the second 
protest in early May was even larger 
and more visible," boasts Heblikar. 
“We have the support of the people 
and we believe that we can halt this 
project in its tracks," adds 
Sadananda Harikantra, Convener 
of the Anti-Tadadi Thermal Power 
Project Committee. 

Meanwhile, Karnataka Chief 
Minister H.D. Kumaaraswaamy has 








Reaching out: Heblikar (centre) 
listens to an aggrieved local 


set up a team to look into the claims 
of the green lobby, and power min- 
ister H.D. Revanna says the state is 
"committed to improving the power 
scenario". On its part, PFC hasn't 
yet decided on the final vendor for 
the Tadadi project (although over 
20 companies had evinced interest 
initially), but a company official 
says that they are confident of clear- 
ing all hurdles. 

Worryingly enough for 
Karnataka, Tadadi is hardly the 
only power project under fire. The 
Kaiga Atomic Power plant, which is 
already working (units III and IV are 
under construction at a cost of over 
Rs 3,200 crore), is also under attack 
from Harikantra and local villagers; 
Nagarjuna Power's decade-long 
project in Udupi has been held up 
by one group or another, including 
Hassan-based Jana Jagruti Samithi, 
which has appealed to the 
Karnataka High Court for the with- 
drawal of Nagarjuna's environ- 
mental clearances. The fact that 
some NGOs are going over the top is 
evident even to Heblikar. *The 
Nagarjuna project has addressed 
some issues and the so-called envi- 
ronmentalists opposing this proj- 
ect have no idea about the advances 
in technology," he says. 

No doubt ecology and liveli- 
hoods have to be protected, but 
agreeing on alternative locations 
or technologies are important 
too. After all, nobody's in doubt 
that Karnataka needs additional 
power—quickly. m 
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A Deal For The Poor 


Joseph Stiglitz makes a courageous case for world trade that is 
equitable to the poor countries. BALAJI CHANDRAMOULI 


FAIR TRADE FOR ALL HORTCOMINGS OF THE EXISTING PLATFORM FOR 
How Trade Can trade negotiations have spurred paralysing 
Promote | debates that offer little meeting ground between 
Development the ideologies of free trade and anti-globalisation. 

Stiglitz and Charlton's Fair Trade For All, attempts 
By Joseph E. Stiglitz — to offer a prescription that addresses the widening 
and Andrew Charlton schism between the developing and developed coun- 
Oxford University Press tries. The solution mooted by the Nobel prize-win- 
Pp: 315 ning Stiglitz recognises the design fault in the frame- 

work, WTO, whose pedigree has meant little for 


Price: Rs 495 
7" addressing the inequality in development between the 
| North and the South. The book effectively captures 
>, ™ the events leading up to the concretisation of this 
fA divide—the Uruguay Round, etc.—which sowed the 
seeds of disenchantment for the African countries. 
This was followed by the American and EU resistance 
to reduction in their agriculture subsidies. 

Stiglitz has lucidly argued that unless the nego- 
tiations marry trade liberalisation with develop- 
ment, trade talks would be an exercise in futility. In 
other words, the underlying theme of trade liberal- 
isation based on comparative advantage between 
nations needs to be given a partial burial. Stiglitz has 
enumerated cases where the concessions offered 
-af by the developed world have meant little compared 
‘ Poe to the commitments extracted from the developing 
แล pnd world. To prevent such abuse, clearly, there is need 

Andre" for greater research and analysis of trade data with 

a redefined, developing-country perspective. The pre- 
scription underscores the need to understand the sensitivities of 
individual countries and provide a ‘soft landing’ to developing coun- 
tries embracing a more liberal trade regime, as well as to developed 
countries lowering their trade barriers. The key aspect of this prescription 
is that the larger part of the benefits should accrue to the poorer countries. 

The authors have suggested radical measures in this regard, including 
that all wro members commit themselves "to providing free market access 
in all goods to all developing countries poorer and smaller than themselves". 
Surely, such proposals are extremely ambitious, as they require political 
momentum of a high order to see them through. And this is unlikely to 
come through, since trade issues cannot be divorced from electorally-sen- 
sitive concerns such as employment. Alongside their attempt to redistribute 
the development and growth gains arising out of trade pacts, the authors 
have discussed in detail the attendant costs of adjustment that developing 
countries will face as they go in for further trade liberalisation. 

Overall, the authors have attempted a future-proof prescription that 
requires a stiff dose of optimism. But then, as it is fairly recent that 
developing countries have come together to strengthen their voice on the 
‘unfairness’ of the trade talks, such works of courage and insight are 
definitely the need of the hour. 8i 
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THE INDIAN EXPERIENCE 


WE iro C 
Pp: 495 


Price: Rs 3,500 


OW A COMPANY REPORTS ITS 

annual accounts depends not 
so much on accounting rules as the 
management's interpretation of 
those rules. The auditors only look 
for glaring deviations from accepted 
norms, and take pretty much else - 
on face value. That interpretation of 
rules varies widely from company 
to company shouldn't surprise any- 
one. Different companies have dif- 
ferent 'compulsions', dictated by 
their performance in consumer 
markets and stock markets. Global 
Data Services of India Ltd (GDSIL) 
has been doing an outstanding job 
of capturing accounting practices in 
India Inc. Not surprisingly, then, the 
CRISIL subsidiary's third edition 
of Accounting & Analysis: The 
Indian Experience is both inter- 
esting and instructive. The book, 
which is available in a stripped- 
down university version (priced at 
Rs 600) as well as a fully-loaded 
professional version, analyses pub- 
lished accounts of more than 500 
listed companies in India. While the 
book brings out several interest- 
ing facets of accounting practices in 
the country, its best section (newly 
introduced in the third edition) is on 
human resource valuation. Check 
out what it has to say about HR 
valuation at Infosys compared to 
Satyam Computer. 
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The football World Cup, which begins 
on June 9, is raising temperatures 
worldwide. Here's a look at how 
some expat corporate honchos 

plan to catch the action. 





@ Martin Prinz, 39, 
Joint Managing Director, SAP Labs, India (Bangalore) 
๑ ๑ ๐ ๐ ๑ ๑ ๐ ๐ ๑ ๐ ๑ 9 ๑ ๐ ๑ ๐๑ ๑ ๐ ๑ ๐ ๑ ๐ ๑ ๐ ๑ ๑ ๐ ๑ ๐ ๐ ๑๑ ๐ ๐ ๑ ๐ ๑ ๐ ๑ ๐ ๐ ๑ ๑ ๑ ๑ ๑ ๑ จ ๑ Gef Han 

E IS, ARGUABLY, THE MOST VISIBLE FOOTBALL FANATIC IN BANGALORE'S 
Fh community; he sharpens his skills every weekend playing 
soccer on his lawns against an initially unwilling but increasingly skill- 
ful domestic help and 10-year-old son Ishaan. Quite naturally, then, World 
Cup fever is building up in the Prinz household. *We will have to 
watch the first game here in India, since Ishaan's school closes on the open- 
ing day of the Cup. But after that we will be going home for four 
weeks and have even won tickets by lottery to the Spain v/s Saudi 
Arabia game at Kaiserslautern (a small town of 100,000 people)" says 
Prinz. He will do nothing but watch football at home with family and a 
few close friends, soak in the atmosphere and cheer his team through the 
month-long tournament. He is hoping that Michael Ballack will help 
Germany regain the trophy; but he's keeping a wary eye on five-time 
winners Brazil. RAHUL SACHITANAND 


@ Nicolas G. Winsor, 44, 
Head, Personal Financial Services, HSBC India (Mumbai) 
๑ ๐ ๑ ๑ ๐๑ ๑ ๐ ๑๑ ๑ ๐ ๐ ๐ ๐๑ ๐ ๑ ๑ ๐ ๐ ๐ ๐ ๑๐ ๐ ๐ ๑ ๐ ๐ ๐ ๐ ๐ ๑ ๑๐ ๑๑ ๐ ๑ ๐ ๐ ๐ ๑ ๐ ๐ ๐ ๑๑ ๑ ๑ จ British 

HIS IS A GOOD TIME TO ENTERTAIN FRIENDS AND FAMILY AT HOME. BUT I 
dw also watch a few games at pubs such as Tendulkar's and Sports 
Bar, where I often hang out after work," says Winsor, adding: “I am also 
going to buy lots of coffee, as I won't be getting any sleep during this 
period." That's because most matches will be played around midnight 
Indian time. He's very excited about flying back to Brighton, UK (where 
he is from), in early July (watching the World Cup in India, after all, is 
not quite the same thing as experiencing it in Europe). *If England 
makes it to the finals, PII even be willing to buy tickets on the black mar- 
ket to watch the live action," he says, adding, with a touch of quirky 
Anglo-Saxon humour: *May the best team win, so long as it is England." 
At HSBC, Winsor and his colleagues are also running sweepstakes where 
every man (and some women, too) will put in Rs 100 and three winners 
will get to share the loot. AHONA GHOSH 
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@ Felipe Osorio, 41, 
Managing Director, Monsanto Holdings, Mumbai 
๑ ๐ ๑ ๑ ๑ ๐ ๐ ๐ ๐ ๑ 9๑9 ๒ ๐ ๐ ๐ ๐ ๐ ๐ ๐ ๐ ๐ ๐ ๐ ๐ ๑ ๐ ๑ ๐๐๐ ๐ ๐ ๑ ๐ ๐ ๑ ๐๐ ๐ ๑๑ จ จ อ ๑ ๑ ๐ 9 COIOMbian 
IKE MOST LATIN AMERICANS, OSORIO TAKES HIS FOOTBALL VERY 
seriously. Not surprisingly, then, he's arranged his calendar for June and 
July so as not to miss a single World Cup match. “I’m sure my stakehold- 
ers will understand my ‘Latin football passion," he says, only half in jest. 
Osorio has already decided who to support—any team that speaks Spanish 
or Portuguese. He plans to watch this year's edition of the World Cup at 
the homes of his English friends, primarily for two reasons. *They have 
equipped their homes with all the necessary infrastructure, including 
scotch and beer," he informs, before moving on to the more important 
determinant of his choice of location. “Also, it's always fun to see their faces 
when a humble Latin player like Ronaldinho scores a free kick against their 
goalkeeper," he says with a twinkle in his eyes. And if things really hot up 
(read: one of his favourite teams makes it to the title round), he'll hotfoot 
it to Berlin to egg them on. AG 


@ Brian W. Tempest, 58, 
Chief Mentor and Executive Vice Chairman, Ranbaxy Laboratories (Delhi) 
๑ ๑ ๒ อ ๐ ๐ ๐ ๐ ๑ ๐ ๓ ๐ ๐ ๐ ๐ ๑ 9 ๑ ๐ ๐ ๐ ๓ ๐ ๑ ๐ ๐๑ ๐ ๓ ๐ ๐ ๑ ๐ ๐ ๐ ๐ ๐ ๓ ๐ ๑ ๐ ๐ ๐ ๐ ๐ ๐ ๐ ๑ ๐ ๑ ๐ ๐ ๐ ๑ ๐ ๑ British 
E EUROPEANS LOVE OUR FOOTBALL. TO GIVE YOU AN IDEA OF HOW 

X excited my family is about the World Cup, my two sons in London 
have taken long vacations from their work; they attend barbecue parties every- 
day to discuss the prospects of the English team and generally fuss over the 
World Cup,” says Tempest. Has he firmed up his World Cup plans, yet? “Fm 
obviously going to watch the World Cup, but because of prior business 
engagements, l'll probably get to see only the initial and the final parts of the 
tournament," he says. And no prizes for guessing which team he's backing, 
"Obviously England. Fm hoping they make it to the quarter-finals or semi- 
finals, but l'm not sure if they can go beyond that. I think Brazil and 
Germany are going to advance to the semi-finals." Tempest, who's a 
Manchester United fan, is also hoping that *all ManU players do well; I par- 
ticularly hope (the injured) Wayne Rooney (plays and) shines in this World 
Cup." But he'll definitely miss the excitement and frenzy that invariably 
accompany football in Albion. “At Ranbaxy, we watch cricket rather than foot- 
ball," he rues. KAPIL BAJA] 


6 Michael Kuehner, 54, 
Managing Director, Siemens Public Communications Networks, Gurgaon 
๐ ๑ ๑ ๓ ๐ ๐ ๐ ๑ ๐ ๕ ๐ ๑ ๑ ๑ ๐ ๐ ๑ ๑ ๐ ๑ ๐ ๐ ๑๑ ๐ ๐ ๑ ๐ ๐ ๑ ๑ ๐๑๑ ๐ ๐ ๐ ๑ ๑ ๐ ๐ ๑๑ ๑ ๑ ๑ ๑ ๑ 9 จ จ (ว อ [ท า ล ท 
E IS AN ATYPICAL GERMAN. “I WOULD CALL MYSELF A SOFT-CORE SOCCER 
fan, not a hardcore one. But being German, I’m obviously going to 
watch the World Cup," he says, adding that he will visit his native land 
during the latter half of the tournament to soak in the excitement. 
"It's always more enjoyable to go with friends to a bar and watch 
football over drinks than to do it alone," he says. *And then there are the 
wagers that add to the fun. I believe there are some bars, pubs and cof- 
fee shops in New Delhi that show the games on big screens." Kuehner 
is obviously supporting Germany, *but my wife is Dutch; so my 16-year- 
old son supports both teams. And I sometimes have to pretend to sup- 
port the Netherlands," he laughs. KB 
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Fitness Tips For A Bear Market 


F YOU'RE AN INVESTOR IN THE STOCK MARKET THEN CHANCES ARE YOU 
[1 been feeling very chirpy of late. A volatile Sensex that has rou- 
tinely been shedding hundreds of points a day—more than 1,100 on one 
occasion—can certainly make an investor anxious and depressed. And if that 
weren't enough to burn a hole in your nest egg or investment kitty now you 
have to also prepare for an imminent increase in prices of motor fuels, which 
could be cause for more depression. But why is Treadmill mentioning all this 
that rightfully belongs not in the tail end of the magazine but upfront 
with the serious stuff? That's because there's no better way to combat 
depression or a mental low than with a good wholesome session of exercise. 
Exercise is commonly acknowledged as one of the best ways of maintaining 
fitness physically by maintaining blood pressure levels, preventing obesity and 
ailments like diabetes. Yet, exercise can also benefit mental health and, indeed, 
be a curative for cases of depression and anxiety. Although doctors and 
researchers aren't very sure how exercise helps in fighting depression, ac- 
RAMEN SARKAR cording to research, 25-30 minutes 
2 eA AI CÀ of daily exercise for three or more 
OMA times a week has been seen to have 
positive effects on those suffering 
from anxiety or depression. There 
have even been instances where exe- 
rcise has cured chronic depression. 
NIA Many runners experience what is 
-E called the ‘runner’s high'—a state 
r of euphoria that is experienced when 
a runner is working his body to its 
maximum potential. It's not just run- 
ners but just about any athlete or 
LEE sportsperson that can experience 
Pd IE this sort of euphoria, which is 
» believed (but as yet unproven) to 
: be caused by the body releasing increased levels of endorphins—neuro-trans- 
mitters that have the same effect as pain-relievers. It's the body's own feel- 
good drug and not surprisingly gets its name from two words—endogenous 
(produced in the body) and morphine (you know what that is!). Endorphins, 
therefore, have the same effect as morphine can have on your mind. 

The jury is still out on that theory—in any case, exercise, as most will 
agree, is healthier than sticking a syringe full of morphine into your veins— 
but the short point is: exercise helps soothe and unruffle your mind, mak- 
ing that one more reason why you should opt for it. Whether by release of 
more endorphins or otherwise, exercise can take your mind off depressive 
$ thoughts (like the value of your portfolio in a bear market) and give you more 
- confidence in meeting new goals and challenges (like building up a new port- 
| folio from scratch!). So, in these days of a somewhat senseless Sensex, 
pick yourself up, cut your losses, and head over to the gym. If that's not an 
option, go for a simple brisk walk or a jog or ride a cycle. Remember, just 30 
minutes a day can drive your blues away. 
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MUSCLES MANI 








write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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ALL ABOUT SUNBURN 


Bee KNOWING THE RISKS OF 
exposure to the sun, many peo- - 
อ อ น น ว 





or serious, depending on the inten- 
sure, and the sensitivity of the indi- - 


-vidual to UV rays." | 
Causes: Substances such as- 
deodorants | 


S, Soaps, perfumes, cos- - 
j hei ht 2 | ser itivity 


to UV rays, with a corresponding 


increase in the severity of the bum. - 


Fair people usually burn more eas- 
ily than dark people. | ฮ่ 


- » จ 


Irritation, prickling sen- 


sation, itching of the skin may mark - 


the onset; the skin also feels hot - 


to touch. Tiny blood vessels in the - 
Skin become congested and may 


produce redness. As the burn pro- 
gresses in severity, the skin feels- 





Treatment: Minor sunburn can be 
ointments, powders, creams and - 
sprays. In the case of a severe sun- - 


be taken to a shaded area. A cool- 
wet cloth can be applied to the - 


exposure to the sun. Says Dr Bharija: 


"If this is not possible, the first line 


of defence is to cover exposed areas 


of the skin completely, preferably - 


with loose-fitting, light-coloured - 


Clothes. Use sunblocks or sunscreens- 
. With a Sun Protection Factor (SPF) - 
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TIME, the world's most respected weekly newsmagazine, is trusted by millions of readers for 
insightful authoritative reporting. For active influential people who need to stay informed, TIME is 
the premier source for up-to-the minute information on world politics, business, finance, technology, 
education and more. 


Subscribe to TIME now and receive your free gift, the SIM Card Reader Data Bank. 


This SIM Card Reader Data Bank features 64KB external flash memory, SIM card reader, phone and 
address book, world time clock and alarm, memo and calculator, 
security lock and six-language prompt. | i 






Best of all, it is yours absolutely 
FREE when you subscribe now! 


What’s more, here are your other benefits: 
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2, Unlimited online access to the TIME Archive, QW m - ^ "e NI: ๕ ส “จ ~ m (e | e um 
every issue of TIME since 1923 


3. Free weekly e-newsletter, Ahead of TIME, 
exclusively for TIME subscribers 


4. Special Issues - Asian Journey. Asia's Heroes and 
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TheTough Laptop 


[ TAKES QUITE A BIT FOR A LAPTOP TO ESCAPE FROM THE REALM OF THE 
Eod: so how about a high-tech, heat dispensing magnesium alloy 
casing for a start. The Panasonic CF-W2 signals from the very moment you 
take it out of its packaging that it is not an ordinary laptop. It wears the 
‘Toughbook’ name, a badge its Japanese manufacturer conferred on it, with 
some justification; it looks, feels and is tough all right, though I did man- 
age to scratch the one that was loaned to me for this article in two days flat. 

But despite that, this is a really durable machine. It is not as impressive 
as its bigger brothers, the CF-72 and CF-29, which are machines meant for 
extreme rough use—little wonder the Pentagon equips its boys in Iraq with 
these. The w2, on the other hand, is designed only to survive the rough life 
it will lead as an executive companion, which you have to admit is better 
than a firefight in Falujjah. But let me qualify that statement: the W2 is no 
pansy; the brilliant LCD allows you to use it even in harsh sunlight and shock 
protection means that you don't need to worry about in-flight turbulence 
garbling your PowerPoint presentation. 

It is also light, incredibly so, for a 13-inch screen laptop. And it is very 
compact. Yet, the w2 has both a DVD writer and a 40-gigabyte hard drive, 
and—this has to be the clincher—a spectacular battery life. Even though this 
writer often had an external hard drive plugged into the UsB port (which 
supped off the laptop's battery) the machine would easily carry on for five 
hours-plus. Without anything attached, the literature claims the machine can 
pull off eight hours—and there is little reason to doubt that. 

But despite such great features the w2 has one key drawback. 
Its sticker price of Rs 1,70,000. And that's without taxes and just Windows 
xP Professional. Considering that you can get a similarly specced, though 
far more boring and far less durable, laptops for under Rs 50,000 (see Budget 
Laptops), it does make you wonder. 

That said, if you want yours to stand out in a sea of obscurity, and 
you have the money to blow, the Panasonic CF-W2 Toughbook is your 
bling thing. 








Budget 
Laptops 


E SINGLE MOST CRUCIA 

in a laptop's price tag is not 
its internal circuitry, battery life, 
computing capacity or metallic 
casing. Then what is? The 
brand, stupid! Think about it 
three-quarters of the world’s 
laptops emerge oul 
factories in China and 
They, therefore, share similar 
pedigrees, workmanship and 
provenance. The main differen 
tator: the company that sticks 
its label อ ท them and takes 
them to market 

intex Tex nnoiogies, an indian 
peripherals manufacturer, has 
recently entered the laptop mar 
ket. Its O29GD laptop is quite 
good value for money. It comes 
with a 1.7Ghz Intel Centrino 
processor, a combo drive, a TV 


Tuner card, a 4Q0-giga hard 


drive, and all the standard frills 


for under 40K. Zenith’s Director 
range of laptops also offer sim- 
ilar specs at a similar price 


$ 


Think about it. If you buy a 
Thinkpad, MacBook, Dell 
Latitude, Toshiba Satellite « 
HP Presario machine 
exactly the same set of features, 
you end up paying Rs 50,000 
for the privilege, even though 
it may have been assembled at 
the same factory as either of 
these machines. The additional 
LOK is the price of the labe 
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Aaj Tak is the nation's most trusted media brand across all print and electronic 
news sources as per the C Voter/Globescan research. The channel has earned 
its credibility as a result of innovative and courageous journalism. Aaj Tak 
has upheld its leadership in the news arena for more than 10 years. 
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THE BEST COMPANIES 
Bëst TO WORK FOR IN INDIA: 2006 


FoRINNDA Work on the sixth edition gets underway. 









HANK YOU, MR CEO, YOU, YOU, AND YOU—BUT NOT YOU, 
sir. We have already started getting response from your HR 
heads to the invitation to participate in Business Today's sur- 
vey of The Best Companies To Work For In India, 2006. 
But we are eager to hear from more HR chiefs. Participating 
in this survey—conducted in association with our knowledge partner 
Mercer Human Resource Consulting and TNs India, our able interface 
with participants—is really simple. You can call, e-mail or just fax 
Indrani Raychaudhuri, TNS India's Research Coordinator at the 











HOW TO PARTICIPATE 


m Participation in this survey is open to any 
company that operates in India, irrespective of 
its ownership. 

m Participating companies must have been in 
existence in India for a minimum of four years, 
and must employ at least 200. | 
management/executive-level personnel in India. 


พ To participate in the study, companies should 
log on to http://survey.tns-global.co.in/- 
BestCompanies2006/Home.htm and register 
online. Additionally, as part of the registration 
process, participating companies should 
download the registration form (available on 
the website), print it on the company letterhead 
and fax or courier the completed form to the 
following address: 


Ms Indrani Raychaudhuri, 

Research Coordinator 

TNS India; CICD Tower 

Institutional Area, Hauz Khas 

New Delhi 110 016 

E-mail: Indrani. Raychaudhuri@tns-global.com 
Fax: 011-5256 6677 


= Participating companies will be required to 
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coordinates given below. Come on, we are waiting... 


nominate a point person for the study who 
will be the study coordinator from the 
company's side. 

พ Participating companies will have to share 
information regarding their people practices, 
provide employee details from which a sample will 
be administered a questionnaire, and should be 
willing to throw themselves open to a physical 
audit by the survey partners. 

พ The last date for companies to register is July 
31, 2006. 

พ By participating in the survey, companies are 
signalling their willingness to be part of the 
special issue Business Today plans to bring out 
on the Best Companies To Work For In India. 


m The Business Today, Mercer Human Resource 
Consulting and TNS teams are committed to 
maintaining the absolute confidentiality of the 
study participants. 

m At no stage will the names of the participating 
companies be released to any third party. The 
names of those companies that are recognised 
as The Best Companies To Work For In India will 
be publicly released. 









Save up to 50%* and receive the FORTUNE 
Travel Bag FREE! 


sesarat resor C. FORTUNE, the world's number one business magazine, provides insightful, in-depth 
FORTI INSS analysis on today's key business issues and events. With unparalleled access to the most 
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VC Onde More 


IT TURNS OUT RAJ KONDUR NEVER REALLY GOT CURED OF 
the venture capital bug. Back in 1998, a 28-year-old 
Kondur had teamed up with Harvard Business School 
batchmate Ashish Dhawan to raise a venture fund for 
India. They succeeded, but Kondur quit three years 
later to launch a Bangalore-based BPO, Nirvana, where 
he continues to be the Chairman & CEO. Now, 
Kondur is said to be mulling raising a fund of his own. 
“Ar this point of time, these are only some ideas in my 
mind," is all that he'll say for now. While Dhawan may 
have become the face of ChrysCapital over the years, 
Kondur was a driven dealmaker himself. In fact, 
ChrysCapital's turnaround investment in Raman 
Roy's Spectramind (Wipro bought the BPO and helped 
save ChrysCapital's first fund, which was ravaged 
by dotcom investments) was due to Kondur's 
aggressive wooing of a professional in two minds. 
Therefore, at least some entrepreneurs would be 
happy to have him back as a vc. 
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Final Goodbye 


INDIA’S FEISTY OLD “MILKMAN”, VERGHESE KURIEN, IS 
hanging up his boots—for good. In March this year, 
Kurien, 84, was forced to resign from GCMMF (read: 
Amul), the Gujarat-based milk marketing federation 
he built from scratch, but had retained his position as 
the founding Chairman at the Institute of Rural 
Management Anand (IRMA). He’s now quit from 
that post, too. “It is an 84-year-old machine and so 
must come to a halt,” he says from Anand, his home 
for decades now and where he plans to remain for the 
rest of his life. Incidentally, Kurien was appointed 
Chancellor of the Allahabad University in April this 
year. So is Kurien planning a busman's retirement? 
*Nothing in life is permanent," he philosophises. It 


may be an octogenarian machine, but its control 
driver seems to be in top shape. 








IVAVY HS3TIVHS 


VIVAN MEHRA 


Sun Shines On Him 


WE ARE PRETTY SURE THE IRONY ISN'T LOST ON BHASKAR 
PRAMANIK either. Even as critics continue to write 
off Sun Microsystems in the us, its India business, 
headed by the 54-year-old Pramanik, is doing better 
and better. So much so that Sun India's Managing 
Director of eight years has been promoted as 
Corporate Vice President, reporting directly to the 
global CEO, Jonathan Schwartz, who recently replaced 
Co-founder Scott McNealy. In those eight years, 
Pramanik, who used to report into Singapore, has 
grown local revenues seven-fold to Rs 1,100 crore. The 
electrical engineer from irr Kanpur, whose name inc- 
identally means sun in Sanskrit, wouldn't comment on 
the move, but it is reasonable to expect that he feels 
flattered. After all, at Rs 1,100 crore, Sun India acc- 
ounts for less than 2 per cent of Sun's global revenues. 

























Now, It's Insurance 


INDIA'S BEST-KNOWN EXPERIMENTAL RETAILER IS PUSHING 
the boundaries. In a tie-up with Italy's Generali 
Group, Future Group's KISHORE BIYANI has planned 
ล foray into life and general insurance. “We have 
(committed) a total capital of Rs 200 crore to this ven- 
ture, with Rs 100 crore each for life and general 
insurance," says the 44-year-old retailer, whose claim 
to popular fame is his Big Bazaar chain of hyper- 
markets. An application is to be filed with the insur- 
ance regulator soon. But how does insurance go 
with retail? Biyani's plan is to target “young cus- 
tomers" for life, and malls and distribution companies 
for general insurance. Customers walking into his Big 
Bazaars may not come looking for insurance too, but 
in emerging industries like retail and insurance, 
Biyani's plan seems to be to first get a foot in the door. 
Not a bad strategy, but only if you are a man with 
unlimited ambitions like Biyani. 
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Widening Video Ad Market 
THE $12.5 BILLION GLOBAL 
online advertising market is 
poised to grow. As broad- 
band penetration increases, 
eMarketers are eyeing oppor- 
tunities to tap the online 
video ad market, which is set 

to cross $1.5 billion by 2009. 
With major Por such as AOL and Yahoo re-inventing 
themselves to showcase more multimedia and interactive ele- 
ments, sky seems to be the limit. 


Flying High 

OUTSOURCING IS TAKING WINGS 
and how. Flight training is 
moving overseas with aviation 
boom creating a huge shortage 
of commercial pilots in India. 
. The country will require any- 
where between 2,500 and 
4,000 pilots to fill cockpits 
over the next six years. Eyeing the market, institutes in the Us, 
Canada and Australia are offering tailor-made courses. A 
look at the flying season. 








New Look 

THE BOTOX CRAZE IS ON. 
Plastic surgeons' clinics are 
full. According to a recent 
report, more men in India are 
opting for plastic surgery than 
those in America. Executives, 
teachers, housewives are ready 
to spend big bucks on ล variety 
of dramatic operations—nose Ru liposuction, among others. 
With beauty becoming more than skin deep, here is an analy- 
sis on the new health market. 
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of EE dé MW is — n 142 Case Against Quotas 
" ate sect * 
Gon i lo "ix 4 Arun Shourie hits out at progressives and the 


102 The Fuel Issue judiciary for subverting the Constitution. 
Lining up fuel supplies is probably the single- BACK OF THE BOOK 


biggest challenge facing power producers. 144 The Wheels They’re A Changin’ 

106 The Politics Of Power Food outlets and other retailers in the home 
State governments have to take tough delivery space are experimenting with 
decisions if power sector reforms are to pay. different modes of transport. 


THE BEST COMPANIES 
TO WORK FOR IN INDIA: 2006 


149 Inviting entries for our sixth 
annual survey of best employers. 


78 Dearer Oil, 
Lower 
Growth? 

Not in the short 
term. But there’s 
no doubt that 
India must find 
ways to insulate 
itself from future 





150 People 
Starring Bajaj Auto’s Rahul Bajaj; 
Reliance Retail’s G. Sankar; Ronojoy Dutta, 
former president of Air Sahara; Britannia’s 





shocks. The "CT: จ - l 
question is, how? No respite from soaring prices Keki Dadiseth; Lloyd C. Blankfein, President & 
[4 1 j COO, Goldman Sachs; WPP's Ashutosh 
84 Growing Organically Srivastava; and Vodafone's Arun Sarin. 


The Champagne of teas is going organic. 
Darjeeling planters are reinventing their iconic, LEADERSHIP SPOTLIGHT 


but beleaguered, brand to stay ahead of the game. — 152 Gautam Thapar, VC & MD, BILT. 
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Regulate The Market 

WITH REGARD TO YOUR COVER STORY 
Surviving A Volatile Sensex (BT, June 
4, 2006), it is ironical that despite all 
the reforms, the market is still not 
regulated. The stock market crashes 
for no significant reasons. The retail 
investor keeps wondering what hap- 
pened or what’s going to happen 
next. He is a mere spectator. The 
stock market should be regulated so 
that there is at least some logic 
involved in predicting the Sensex 
roller coaster. Despite SEBI's rules 
and regulations, insider trading and 
malpractices prevail. This is what 


Growth Is For Real 

| DID NOT SPOT ANY BUBBLE IN YOUR 
cover story (BT, June 18, 2006). 
[Interest rates may go up and stocks 
may exhibit some volatility, some Fils 
may pull out and go elsewhere, but 
the activity in the realty market is for 
real. We have a robust economy 
and as long as the government man- 
ages its finances well and there is liq- 
uidity, there is no real danger. The 
Sensex will continue to grow, may 
be at a lesser gradient. And the ret- 
ailer, despite the hiccups, will make 
gains in the long run. 


V.UMA , through e-mail 


generally leads to the Sensex com- 
ing down by significant points. So, 
instead of suggesting tips to sur- 
vive a volatile market, experts and 
investors should come up with sug- 
gestions to regulate the market. 
KETAN CHAPHALKAR, through e-mail 


Talk About Tuberculosis Too 
| WAS SURPRISED TO FIND NO MENTION 
of tuberculosis (TB) or inputs from 


medical experts in The Real Cost Of 


AIDS (BT, JUNE 4, 2006). HIV and 
tuberculosis together make for a 
dangerous combination as one pro- 
motes the other. Because of HIV, 
TB is staging a comeback in the 
West, where it had almost been 
eradicated. With more than one- 
fourth of our population infected 
with TB bacteria (which, though, is 
not synonymous with having TB), an 
HIV epidemic will result in reacti- 
vation of the dormant TB bacteria in 
those infected with HIV. The 


morbidity and mortality of an 
HIV/AIDS epidemic in India, which is 
TB endemic (though suppressed), 
will be much higher than in the 
West. This will also throw the 
National Tuberculosis Control 
Programme into a complete disarray. 


V.K. KAPOOR, through e-mail 


BPOs Are The Place To Be In 
WITH REFERENCE TO YOUR WEB 
exclusive story, Talent Hunt (BT, 


June 18, 2006, business process out- 


sourcing (BPO) is a fast growing ind- 
ustry and one of the best places to 
work in for today’s youth. At the 
end of the day, what counts in this 
sector is innovative skills, discipline, 
hard work and good customer 
service. The industry not only gives 
a good pay package, but is also the 
ideal platform to get a good training 
and put your career on the fast track. 


MINAL MORE, through e-mail 
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The Merits Of A Diverse Portfolio 


R X OWNS SEVERAL APPLE 
Mstchards and a factory 
that makes jam. The people of 
the country in which he lives 
love apple jam, and do not mind 
that its price increases every 
year. However, canny busi- 
nessman that he is, X knows 
that it is only a matter of time 
before the market's preference 
changes. Market intelligence 
at his disposal suggests that a 
new trend, a preference for 
orange juice, will evolve over 
the next few years. And while 
the demand for this is likely to 
be limited, it goes on to say, 
people won't mind paying a 
premium for orange juice 
(which can be made in the 
same factory in which X makes 
the jam). Now X doesn't grow oranges, but he 
knows where he can barter some apples for them, 
and so, he goes ahead and does just that. 

X's decision to move from apple jam to apple jam 
and orange juice is, at one level, not very different from 
promoters selling some of their stock, or using the 
dividend from it, to diversify into other asset classes. 
Diversify, promoters must. While any transaction of 
theirs pertaining to their own stock continues to be 
viewed with a certain degree of suspicion all over the 
world, and especially in India, where the hangover 
of over four decades of believing that the private sector 








To Each His Own 


NYONE LOOKING FOR INVESTMENT 

trends in India's rr sector must be 
feeling a little confused. Just days before 
IBM's Chairman & CEO, Sam Palmisano, 
arrived in India and promised to up 
investment in the country to $8 billion 
(Rs 36,000 crore) over the next three 
years, Apple Computer announced that 
it was shutting its Bangalore develop- 
ment centre. There was no official 
release from Apple explaining the move, 
but reports and blogs that cited some 
Apple sources suggested that rising wage 
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was out to plunder the nation 
still lingers, fact is, diversification 
is the only thing that can help 
promoters combat risk, meet 
short- and medium-term finan- 
cial commitments and grow 
their overall portfolio. That is 
especially true of individuals 
who own a large chunk of their 
companies—and anything over 
15 per cent can be considered 
that, which makes Azim Premji’s 
holding of 82 per cent in Wipro 
seem extraordinarily risky. For 
much of the early 2000s, for 
instance, Bill Gates, who began 
1999 with a 18.2 per cent hold- 
ing in Microsoft, sold 20 million 
shares of the company each 
quarter (by mid-2004, he owned 
just over 10 per cent of the com- 
pany). He gave some of the money away, and invested 
the rest in everything from non-dollar investments (in 
Japan, for instance) to commodities and treasury 
inflation-protected securities and high-yield bonds. 
The result: the money grew. “It shows diversification 
works,” Gates’ money manager Michael Larson said to 
Fortune magazine in 2004. 

India’s tech-billionaires, made wealthy, immeasur- 
ably so in some cases by the value the market places on 
their stock, have learnt that lesson. And maybe they'll 
even be willing to talk about it when the stigma attached 


to promoters selling stock ceases to be. 
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costs and employee attrition may be 
two reasons. Any large company pulling 
out of India should be a cause for con- 
cern, but at this point, Apple's move 
doesn't portend an ominous trend. India 
continues to be a cost-effective out- 
sourcing destination for global compa- 
nies. Take IBM, for instance. It already 
employs 43,000 people in the country 
(up from 38,500 six months ago) and 
has plans of adding as many as 17,000 
more in another year or so. According to 
reports, other IT services giants such as 








A young and impressionable Kapil Dev gets a few key tips from his bowling coach Desh Prem Azad way back in 1981 
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Accenture, TCS, Infosys and Wipro also have plans of 
ramping up operations. There is, of course, a funda- 
mental difference between Apple and the IBMs. The lat- 
ter are IT services companies, while Apple is a hardware 
products company. But if someone like Dell Computers, 
which operates on smaller net profit margins (6.38 per 
cent) than Apple (9.58 per cent), finds India competi- 
tive, it’s a little surprising that Apple, which had just a 
30-member support set-up, shouldn't. 

That said, there's little doubt that the job market in 
the IT sector is getting heated up. According to NASSCOM, 
larger Indian 11 companies have been growing their 
headcount 42 per cent year-on-year since 2003, with 
TCS, Infy, Wipro and Satyam alone adding 56,000 


people to their payrolls. As a result, the wage inflation 
for entry-level jobs, the industry lobby says, has been 
between 4 and 7 per cent a year. The good news: 
Lower telecom costs have helped offset the increased 
salaries to an extent. But more importantly—Apple, take 
note—India is still cheaper by 4 and 185 per cent 
than rival outsourcing markets. The most compelling 
argument, which IBM seems to have discovered, is that 
India has a deeper talent pool than most other low-cost 
destinations. All these factors, however, shouldn't 
make India complacent. There is an urgent need to 
churn out better and more engineers. That's the only 
way India's booming tech sector can retain its edge— 
and an Apple gone today, may be back tomorrow. 








A Vote For Globalisation 


NDIA IS STILL CRICKET 
Ls. Let's make no 
mistake about that. 
Football and other sports 
are still considered its 
poor second cousins in 
India. But the FIFA World 
Cup 2006 has proved that 
big local names—both 
individual and institu- 
tional—are not a neces- 
sary prerequisite for pop- 
ularising and marketing a 
game in this country. 
India is not participating 
in the World Cup and 
there's no Indian player 
within sniffing distance of 
playing in any of the 
major soccer leagues in 
the world—and these are 
not likely to change in the foreseeable future—but 
that has not stopped the worldwide football frenzy from 
overwhelming large parts of this country. 

The game is dominating the Indian mind space 
like never before. For proof, pick up any newspaper or 
switch on any news channel on television. Football is 
hogging the headlines. Even the exploits of the Indian 
cricket team—which is doing reasonably well in the Test 
series against the West Indies—are getting only second 
billing. This would have been considered unimaginable 
even a fortnight ago. The numbers bear this out. 
Advertisers, media buyers and ad professionals are 
unanimous that football is attracting eyeballs and adv- 
ertisement rupees and has emerged as a mini industry 
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Cricket or football: Viewers are having a ball 


in its own right. The 2002 
World Cup final got a TRP 
rating at par with that of a 
One Day International. 
That is expected to imp- 
rove substantially this time 
around. Already, leading 
international soccer clubs 
like Manchester United, 
Chelsea, Arsenal, Real 
Madrid and others have 
considerable fan follow- 
ing in India. And adver- 
tisers are discovering that 
high quality international 
football offers a good 
medium to connect with 
upscale Indian consumers. 

Just as the growing 
popularity of Valentine's 
Day in India is being 
driven by the commercial interests of a greetings cards 
company, this football fever is also being fed by multi- 
national and Indian companies in search of new tricks 
to win customers. 

The seeds of this frenzy were sown 15 years 
ago when the government decided to free the air- 
waves and opened up the economy to private and 
foreign competition. The growing popularity of 
football in this country is just another pointer to the 
fact that those decisions were right. The people 
of this country are voting with their feet in their 
favour. Globalisation, which means different things 
to different people, is merely a term that some 
people use to describe this phenomenon. 8 





Trends 


A Bear Hug? INSTANT IP 


The fortnight's burning question. 
Despite sound fundamentals, the weak sentiment 
will persist for some more time. MAHESH NAYAK อ ถา ย ก FAS 


HUNDREDS OF POINTS 


ET'S START WITH THE GOOD NEWS. THE INDIAN PARTY IS DEFINITELY NOT EVERYDAY EVEN AS IT 
| over. The economy's long-term growth prospects remain positive and HAS LOST ABOUT 3.000 
serious investors continue to view India with a considerable degree POINTS IN A FORTNIG HT. 


of bullishness. But the bulls, who took the BsE Sensex into the stratosphere, 
seemingly oblivious to the pull of gravity, may now find the basic laws of ecd 6 EVEN 
physics more difficult to defy. Result: the stock market party may not regain STABILISING? 
its verve for sometime to come. | 
The question on every lip, then, is: have the bears taken over the mar- 
ket? To answer that question, we need to dig deeper into the causes behind 
the current weakness. The 25 per cent fall in the Sensex was triggered 
mainly by across the board selling by foreign institutional investors (Fils). 
In the last 22 trading sessions, the index has seen its market capitalisation "as more or less bottomed 
erode by 24 per cent; the index itself has lost nearly 3,200 points from its out at the current (9,000-9,500) 
all-time high of 12,671.11 on May 11, 2006 to its June 12 close of levels. Investors will be well 
9,476.15. Put differently, it has wiped out all its 2006 gains and is now rul- advised to selectively buy very 


No. Motilal Oswal, CMD, Motilal 
Oswal Securities 
My sense is that the market 


ing at the levels it began the year on. good quality stock for | 
medium-to long-term gains. 


“Investors (mainly Fils) have cashed out of equities; this was the real 
cause of the crash,” says Ajay Bagga, CEO, Lotus India AMC, who feels 
that the weak sentiment in the equity market is prompting nervous 
domestic players to continue selling despite the fact that riis have 
turned net buyers again. In June, they Maid ee 
were net buyers of Rs 1,157 12 612.38 
crore worth of stocks in the wane 
cash market, compared to an 
outflow of Rs 1,110 crore / 
from mutual funds. | 

ไท an ominous 
portend, Morgan 
Stanley has come 
out with a report | 
which says the 
downslide across 
stock markets 
worldwide may 
not just be an- IM 
other (long MEM 
overdue) cor- 
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rection, but the first indication that the global liquidity bubble 
may be bursting. Morgan Stanley economist Andy Xie feels 
the us Federal Reserve’s decision to increase interest rates will 
encourage other central banks to do likewise, leading to a 
worldwide tightening of money supply. 

Meanwhile, as many as 237 stocks (out of 770) in the large-cap 
and mid-cap space are quoting at 52-week lows, but there are 
few buyers even at these levels. Fund and portfolio managers admit 
that most valuations are again looking attractive but remain 
tightlipped about committing large sums on equities. They explain 
that the Sensex, at 12,000-plus, was extremely expensive, and 
that the crash was really a much awaited and welcome correction. 
They add that the market is in an oversold zone, so it’s just a mat- 
ter of time before it bounces back, given the sound fundamentals of 
the Indian economy and the general health of the country’s cor- 
porate sector. But they’re still not ready to back their instincts with 
cash. Why? China has had four successive years of steroid-charged 
GDP growth, but its equity market has remained flat. Their fear: the 
Indian elephant might follow the Dragon’s example. “The fall in the 
Sensex has been sharper than expected. I feel it will consolidate at 
current (9,000-9,500) levels due to lack of confidence among 
investors. It is likely to move in a narrow band, but I think it will 
bounce back and end 2006 above 11,000,” says Devesh Kumar, 
Head (Equities), ICICI Securities. Bagga adds that this is probably the 
best time to invest as most stocks are trading at levels they recorded 
a year back. “Be greedy when others are fearful and be fearful when 
others are greedy,” is his advice for investors. 

But domestic players are more concerned about cashing out with 
some of the appreciation they had booked during the bull run. Result: 
more selling pressure. “Everyone is offloading positions even at lower 
levels,” says Arun Kejrewal, Director, KRIS, a research and investment 
outfit. Given such compulsions, the bearish mood is likely to persist 
for sometime. 
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“Mass Market Is 
A Focus Area” 


SBC IS NOW TARGETING 

consumers who earn Rs 

3,500-10,000 a month. This 
is in stark contrast to its image as a 
true-blue multinational bank which 
deals only with creamy layer of 
society. Nicolas G. Winsor, Head, 
Personal Financial Services, HSBC 
India, spoke to BT’s Shivani Lath 
about this new strategy. Excerpts: 


Why is HSBC suddenly focusing on the 
mass market in India? 

The emerging middle class is large 
(estimated at 31 million households) 
and growing. But the credit require- 
ments of this group tend to be met 
through informal sources. We saw an 
opportunity to leverage our global 
expertise in consumer finance to add- 
ress a market need. Our strategy is to 
help these individuals to get credit 
through small-value loans. 


How many customers do you have in this 
segment? 

This is still a relatively new business, 
but we have received over 100,000 
loan requests since we opened less 
than a year ago. This gives you an 
idea of the unfulfilled demand for con- 
sumer credit in this market. 


What is the potential of this market? 
Consumer lending is estimated at 5-6 
per cent of GDP in India, compared to 
around 30 per cent in developed 
economies. With changing borrowing 
and consumption patterns in India, 
we forecast considerable growth in 
the years ahead. 
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Bitter Medicine 


MNCs and Indian drug companies say price controls will 
hurt both the industry and the common man. 


THE ARGUMENTS 


T'S A POLICY THAT HAS INDIA'S PHARMACEUTICAL INDUSTRY UP IN ARMS. THE 

issue at hand: the decision of Union Minister for Chemicals and Fertilisers 

Ram Vilas Paswan to push through mandatory price negotiations for 
patented drugs in the draft National Pharmaceutical Policy 2006. 

“It will erode India's credibility on intellectual property rights and will se- 
riously affect the introduction of newly patented drugs," says Ranjit Shahani, 
President, Organisation of Pharmaceutical Producers of India, which represents 
research-oriented drug companies, and vc & MD, Novartis India. Adds 
Kewal Handa, Mp, Pfizer India: *This will send a wrong message." 

It's not just MNCs who are upset. D.G. Shah, Secretary General, Indian 
Pharmaceutical Alliance, a grouping of top Indian drug companies, says: “This 
policy is reminiscent of the Drugs Price Control Order, 1979, which con- 
trolled prices of some 350 drugs, resulting in widespread shortages of 
medicines and the manufacture of spurious drugs. It can seriously jeopardise 
the potential of the Indian pharmaceutical industry and drive away foreign 
investments." He adds that the new policy will effectively impose price con- 
trols on almost 70 per cent of all drugs sold in the country. “The ability of 
Indian players to emerge as global scale generics and proprietary drug 
companies will be severely impaired," he adds. 

Already, some leading players are searching for a compromise. “Some 
price controls may be necessary," concedes G.V. Prasad, Executive Vice 
Chairman and CEO, Dr Reddy's Laboratories, “but they must be based on the 
cost of therapy and not the cost of production." He points out that even 
multinationals are today talking of a dual pricing mechanism to address this 
issue, for example, by charging lower prices for AIDS drugs in Africa than in 
Europe. But is the government listening? 

The draft policy is now being circulated among the various government 
departments for their comments. A final draft, incorporating some of 
these, will be placed before the Cabinet for approval in July-August. 

E. KUMAR SHARMA 
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BHUTIA CASHES 





E IS CONSIDERED THE MARKETABLE 
face of Indian football. And 
World Cup fever is rising in 
the country. Result: Bhaichung Bhutia 
is being chased by television channels 


| and marketing companies in search of 
| (scarce) iconic figures to do com- 
| mentary and plug their products. 





At last count, Bhutia was doing 
commentary, writing columns and 


| also endorsing some brands. He's 


been hired by TV channel CNN-IBN 
(for Rs 30,000 per show) to give 
his expert opinion on World Cup 


| matches; the newly-launched Bengali 


language Kolkata TV has also taken 


| him on board for two years (for an 








undisclosed amount). He will be writ- 
ing analytical match reports for DNA 


| (for Rs 10,000 per article). And fi- 


nally, newly-launched biscuit brand 
Anmol has signed him up as a 


| celebrity endorser for its television 


and outdoor campaigns (again for 


. an undisclosed amount). 


“My new role sends out a mes- 
sage that there are ample rewards for 


_ Indian footballers who do well," says 


| Bhutia, who is the only Indian foot- 





baller to play in the English Second 


. Division (he spent three seasons with 


Bury FC). “He is certainly a youth 


| icon," says Roopinder Singh, Regional 


Head (East), Showdiff Worldwide, 


. the celebrity management firm owned 


by Ravi Shastri. 
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What is it: It is the first tidal 
power project in the country and is 
being developed indigenously by 
the West Bengal Renewable 
Energy Development Agency 
(WBREDA) at Durgaduani Creek 
in the Sunderbans delta. 


How does it work: High tide water 
is Stored in a reservoir and released 
at low tide, thus, creating water 
flows which drives turbines that 
generate electricity, says S.P. Gon 
Chaudhury, Director, WBREDA. 
What was the trigger: In 1976, 
the United Nations conducted a survey in India, which identified Gulf of 
Kutch and Gulf of Cambay in Gujarat and the Sunderban Delta as poten- 
tial sites for generating tidal power. 

How much does it cost: The total cost for the 4 MW project is Rs 40 crore. 
Hydroelectric or thermal power stations cost about Rs 4 crore per MW. 


WBREDA's Chaudhury: Watch this space 





Then why are we excited: This is a pilot project and costs will fall once 
WBREDA masters the technology. 


What's the date of commissioning: 2009. 
RITWIK MUKHERJEE 





PAWAR 


DEEPAK G 


sve 





. ว ra $ , 
” P 4( ค๊ะ « h 
' ia 

2 ง r . 

B . 

<= > - E 

f 6 

` ! - | ‘ 


GMR Group’s Rao: Mr Moneybags 


GMR Now 
A Billionaire 


ET ANOTHER INDIAN BUSINESS 
family has joined the world's 
most expensive club—that 


of dollar billionaires. In the first 
week of June, Citigroup Venture 
Capital paid Rs 100 crore for a 
1.12 per cent stake in GMR 
Infrastructure, thus, pegging its en- 
terprise value at Rs 8,900 crore. 
This means promoter Grandhi 
Mallikarjuna Rao's 80 per cent 
stake in the company is valued at 
Rs 7,110 crore or $1.58 billion. 
Not bad for someone who started 
his career in 1974 as a minor bu- 
reaucrat in Andhra Pradesh's Public 
Works Department and then quit to 
set up a business empire span- 
ning the power, roads, ferro al- 
loys, sugar, and now, airport sec- 
tors. "He's acutely aware of all his 
businesses despite not being in- 
volved in their day-to-day running. 
He often places tough demands 
on his senior managers. At the 
same time, he gives them free- 
dom to run the business inde- 
pendently and is generous with 
praise," says Madhu Terdal, GMR 
Group's CFO (Corporate). 

Rao hit the big league when 
he bid for and won the Basin 
Bridge Power Project in Tamil Nadu 
in the early 1990s. Since then, 
he's emerged as a big player in 
this sector. The day-to-day opera- 
tions of the GMR Group, which 
earned Rs 162 crore on sales of Rs 
1,500 crore in 2005-06, are man- 
aged by Rao's two sons, G.B.S. 
Raju and Kiran Kumar Grandhi, 
and son-in-law Srinivas Bommidala. 

RAHUL SACHITANAND 


You have a distinct management style. 
Why invest in a common pool? 





Partner with Religare Portfolio Management Services 
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RELIGARE 


Values that bind 





A range of PMS options to suit your needs: Panther * Tortoise * Elephant * Caterpillar * Leo 





Registered Office: 19, Nehru Place, New Delhi -110 019, E mail: pms@religare.in website 


Call us at 0-99104 44442 or toll free : 1800 11 4488 or SMS RELIGARE PMS’ to » 4646 


bt trends 


P-WATCH 


A bird's eye view of what's hot and what's 


not on the government’s policy radar. 





RBI STEPS IN TO TAME INFLATION, LENDING BOOM 

THE RESERVE BANK OF INDIA 
WHAT THE RATE HIKE MEANS (RBI) wants to tone down the 
Good way to tackle intlatior runaway bullishness in the 
retail and real estate lending 
market and the rising trend in 
the inflation rate. How? By 
sucking out liquidity of Rs 
60,000-70,000 crore from the 
market. The stock market and 
the falling rupee—as a result of the pullout by foreign institutional 
investors—forced its hand. RBI Governor Y.V. Reddy hiked both the repo 
and the reverse repo rates by 25 basis points. B. Sambamurthy, Chairman 
and Managing Director, Corporation Bank, says the move will tame infla- 
tionary pressures in the economy. Finance minister P. Chidambaram may 
argue that there is no case for a rate hike as inflation is well under control, but 

Reddy may surprise him again when he meets CEOs of banks on July 25. 
ANAND ADHIKARI 





GOVERNMENT NOT TO CHANGE FERTILISER PRICES FOR NOW 
THE NEW FERTILISER PRICING POLICY, WHICH WILL BE ANNOUNCED SHORTLY, 15 
expected to incorporate only minor changes in the existing pricing structure. 
The government wants fertiliser units to switch over to gas-based produc- 
tion. It, thus, wants minimal disruptions in the interim. “There may be softer 
departures—such as those on efficiency parameters—from stage two of the 
New Pricing Scheme (NPs) rather than major departures,” says a Ministry of 
Fertilisers official. NPs-3 will be applicable with retrospective effect from 
April 1, 2006. Separately, the ministry is also working out measures with the 
Ministry of Petroleum and Natural Gas to enable fertiliser units to painlessly 
switch over to gas. “We will try to ensure that the industry gets sustained sup- 
plies when it moves to the new feedstock," says the official. 

SHALINI S. DAGAR 


TRAI PAVES THE WAY FOR SMOOTH IPTV SERVICES 
THE TELECOM REGULATORY AUTHORITY OF INDIA (TRAI) PROPOSES TO AMEND 
the Cable Television Networks (Regulation) Act 1995 to exclude video 
services offered by telecom operators from the ambit of the 'cable services' 
defined by existing provisions of the Act. Service providers under the 
Unified Access Service Licence Agreement are permitted to provide voice, 
video and data; hence, they can provide IPTV (internet protocol television) 
services. But under the existing law, IPTV services offered by these opera- 
tors have to comply with the regulations of the said Act as well. This, TRAI 
found, was not technologically feasible. *The problem is primarily on 
account of the fact that when the Act was prepared, IPTV services were not 
even conceived," says TRAI Chairman Nripendra Misra. The proposed 
amendments will, however, make it mandatory for IPTV service providers 
to comply with all broadcasting codes. 

SHALEEN AGRAWAL 
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GOVERNMENT TO EASE 
WHEAT IMPORT NORMS 
FOLLOWING SUB-OPTIMAL PROCURE- 
ment of wheat in its previous 
tenders, the government is con- 
sidering a change in the import 
norms. "If all that the world has 
to offer us in two rounds of ten- 
ders is only 1.3 million tonne, 
then it is obvious the tender 
conditions need to be changed," 
a Food Ministry official says. 
The government is currently in 
the process of replenishing its 
buffer stock by 3.5 million tonne. 
A final decision on the new 
norms will be taken shortly. 
SHALINI S. DAGAR 





Sharad Pawar: Taking note — 


RAILWAYS NOT TO HIKE 
FREIGHT RATES 


THE RAILWAY MINISTRY IS REALLY 
taking its newly discovered mar- 
ket mantra seriously. Turning a 
setback into an opportunity, it 
has decided not to pass the 
diesel price increase on to cus- 
tomers. Further, it has decided to 
actually increase the discounts it 
provides for dead heading. These 
two measures, it feels, will help 
it win back market share from 
road transporters. The diesel 
price hike will cost the Indian 
Railways an additional Rs 450 
crore, Railway Minister Lalu 
Prasad Yadav said recently at 
a press conference. 


NOW EVEN CLOSER TO 
YOUR BUSINESS. 


‘enn 
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Discover a new dimension to end-to-end logistics. Joining forces with Exel has 
made us number 1 in logistics — and an ideal partner for the technology sector. Our shared 
experience and consolidate expertise let us develop and manage innovative supply chains 
focused on product availability and optimisation of product flows and supply chain costs. 
And every single time, we design the best solution possible based on in-depth analysis and 
consultation — for each of our customers. The outcome? Reduced inventory and cycle times 
coupled with monitoring and visibility, right through to final delivery. Get everything under 
one roof - only from DHL. 


More on the logistical competence of DHL: www.dhl.com 
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NUMBERS OF NOTE | 


NEWS 


MURLI DEORA 


$ 10 bilion (Rs 45,000 crore): The US’ trade 
deficit with India in 2005 


$1 .2 billion (Rs 5,400 crore): Total investment 

planned by financial services company Dawnay Day, to 
set up a chain of 30 four-star hotels in India. It will invest 
$200 million in the first phase over the next five years 


9 1: The number of people who died in group suicides 
arranged over the internet in Japan—up from 55 in 
2004, according to Japan's National Police Agency 


Rs 1 3 14. crore: The Delhi government's 
budget for the Commonweatih 2010 games 





SHOME BASU 


Petroleum minister Deora: Reluctant to roll back the hike 


F A STRAW POLL WERE TO BE CONDUCTED NOW, MURLI 237 megabytes: The size of the tax return filed by 


Deora would stand a fair chance of emerging the most GE electronically; this is equivalent to 24,000 pages 

unpopular Cabinet minister in the country. His “crime”: 
raising the prices of petrol and diesel. Most other $1 .65 billion (Rs 7,425 crore): Amount Pfizer 
politicians would have given in to the populist demand earned from sales of Viagra last year 
to partially roll back the price increase, but Deora 
has stood his ground (at least till the time ofgoingto ^ 1 6; The number of times the US Federal Reserve 
press), logically justifying his unpopular but econom- ^ has raised interest rates since June 2004. It currently 
ically sound decision, and demanding, instead, that ^ Stands at 5 per cent 
state governments reduce the sales tax they levy on oil 
products. A successful businessman, he knows the imp- | i , 
ortance of keeping his books balanced; and he's not Rs 4,000 ว ศู "E — Corp- 
likely to sacrifice his native instincts without a fight, ^ O99ON wi gain from the June ว tue! price nike 

Deora is also an extremely well networked leader. He 
has never attempted to hide his close and long-time ties 300,000. The number of employees India's soft- 
with the late Dhirubhai Ambani and his family, There ware services sector hopes to add in 2006-07; the top 
were whispers, even within his own party, when he was two firms—TCS and Infosys—are expected to hire more 
appointed petroleum minister, but Deora took itin his ^ than 50,000 people, says Nasscom 
stride and carried on as if nothing had happened. 

The man, who ran the Congress in Mumbai for $48 billion (Rs 216,000 crore): The amount of 
22 years between 1981 to 2003, retains his influ- ^^ capital financial system reforms in the country can 
ence even though he was replaced in this role by free up every year, according to a McKinsey report / 
Gurudas Kamat. His close ties with the Nehru- released on June 1 
Gandhi family and his proximity to India's industrial 


elite has made him an influential ‘go-between’ and $ 1 25 million (Rs 562.5 crore): The price tag, the 
one of the Congress' most capable fund raisers. highest everasking price, for a private residence in the 
Any unfulfilled ambitions? He won't admit it, but his US, and, perhaps, the world, located in Palm Beach 
failure to become Chief Minister of Maharashtra ls ^ Florida, The seller is Donald Trump, who bought health- 


believed to be the big disappointment in his life. care executive Abe Gosman's 
palace at a bankruptcy 
As he undertakes a roadshow to explain the rationale ^ 3 "tion for $41.25 million in 2004 


behind the oil price hike, Deora tells Business Today: 

"| have a role to play in securing India's energy stabil- E 

ty Our Prime Minister and Finance Ministertakofg- -2-8 billion: Number of people likely 
10 per cent GDP growth; that will not happen without to watch the 64-match FIFA World Cup 
stable energy costs. But | am also a compassionate min- 2006 globally. Of this, around 1.2 bil- 


ister. l'Il ensure that consumers are not badly hurt." lion, or 17 per cent of the world's popu- 
KUSHAN MITRA lation, will tune in for the final to be 
played on July 9 
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www.jetairways.com 


The future 
is here. 


Check in. 





Jet Airways introduces Kiosk Check-in - a first in Indian aviation. 


Now, check in the way the world does. With our new-age 
kiosks, print your Boarding Pass at the touch of a screen. 
Whether you are a frequent flyer or a first-time flyer, the next 
time you are travelling with an e-ticket and hand baggage, 
use Kiosk Check-in. 


All it takes is five easy steps: * Swipe your Jet Privilege/ 
Debit/Credit Card, for verification of name only. * Enter your 


Kiosk Check-in can be done 24 hours to 45 minutes prior to departure at 
* Mumbai =" Bangalore ร Delhi airports and soon in other cities. 


i the Spirit « New India 





PNR number/Reservation record as printed on your e-ticket 
s Review and confirm your travel itinerary. ™ Choose your 
preferred seat from the real-time seat map displayed on 
the screen. * Print your Boarding Pass and walk directly 
to Security Check. 


Come, check into the future the next time you fly 


For more details, visit us at www.jetairways.com 





CE THE JOY OF FLYING 


It's deal time for global With crude oil prices hoverinj 
bourses. NYSE Group has announced at around $70 per barrel, the fuel bil 
its determination to use its merger with — for airlines globally is likely to touch: 
Euronext to compete head-on with the — $112 billion this year, says DG and 
London Stock Exchange, which has CEO of International Air Transport 
' beaten itin listing global shares in recent Association (IATA) Giovanni Bisignani 
years. A combined NYSE-Euronext could This is $21 billion more than in 2005 
Ne move to swallow Germany's Deutsche — So, what are the bright spots? Labou 





Börse, a rival suitor for Euronext. productivity has improved 33 per cen 
Analysts are still assessing the full and sales and distribution cost are 
impact of this on financial markets. down 10 per cent. 
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|: As airport As global fuel prices 
—— Ra. modernisation gathers pace flare up, raising retail prices seems 


across the Indian subcontinent, the only way out, as Communist-rulet 


z West Asia and Africa, suppliers China amply demonstrated. It has 
เศ ศา ษา จ 


} are queueing up. Nearly 400 raised the prices of petrol and diese 

Rete Ame M "o wa. = airport and aviation suppliers by almost 12 per cent in the last weel 

DO C CF NS P E^" are eyeing lucrative contracts in of May, the second hike in the past 

* | l West Asia which will see airport six months. The push for reforms in 

ae development and expansions petroleum pricing has come in aftei 

= X n worth more than $40 billion, of pressure from MNCs such as Shell 

As. a . which $20 billion is being and BP China has also provided fo 
quens จ X: invested in UAE alone. a subsidy bill of almost $9 billion’ 


PROSPEROUS RETIREMENT: COPING WITH RISK 


Ihe challenge of meeting the requirements of the aging population is enormous, and therein lies a huge opportunity for financial institutions ready to innovate 


An unprecedented proportion of the US population ..generating >$1 trillion of annual 
will be entering retirement during the next 10 years... \ge disbursement 
=-» 1003 


293 
million 


309 


million = 546 318 162 
336 


million Defined-benefit plans 
Individual retirement accounts (IRAs) Defined-contribution plai 
Figures in $ billion 


MONEY IN MOTION 


@ Pre-retirees Wintransition Fully retired * Forecast figures do not add to 100 per cent because of rounding 
* individuals make tax-deferred contributions to IRA within the yearly limit as set by US Internal Revenue Service (IRS) Source: US Census Bureau projectior 





Ihe market for retirement products is both big and global. In the United States 
alone, more than $1 trillion of assets a year will be unleashed over the next 
decade by maturing defined-benefit and contribution plans and Individual 
Retirement Account (IRA) rollovers. And this is just the beginning. This analysis 
suggests that retirement-oriented products—using a broad, customer-centric 
definition including life insurance, health-related offerings, and non-qualified 
investment and deposit accounts—will generate $158 billion a year in pre- 
tax earnings for US financial institutions by 2012, up from $66 billion today 
Although in absolute terms the opportunity is smaller in other countries, it is 
bound to grow as risk continues to shift to individuals 


Despite better planning tools, the magnitude and complexity of present and 
future retirement risks make many people—even affluent ones—extremely 
anxious. Increasingly, they want their financial advisers to understand their 
industry, company benefits package, and specific financial situation 








“Branding expertise is very low in India. 
Manufacturers still think that branding 
means advertising” 

founder of business strategy agency Shining 


Emotional Surplus, in BusinessWeek 


"Perhaps, now, the principled approach 
makes more sense" 


i I^ i ย 
, » f » , , - " 4 
O-founder, Coogle Inc., on having second thoughts about 


Coogle s strategy to censor political expression ot China, m Los Angeles Times 


*You know, Goldman Sachs got far too 
much credit for coming up with the 
concept of BRICs (Brazil, Russia, India 
and China). It's nothing new just because 
some bankers wrote it in a report. 

l've been saying it for 23 vears" 


| ‘airman and ( EO, Suzuki Motor t ก พ ฟา ก ท แม ว ก , vt [he Times 


*Chennai is known as the Detroit of India" 
MD, Hyundat India. on BRK 


“Our competition is Wipro and Infosys. We 
see that if we don't move quickly, the Indians 
will be doing to strategic outsourcing what 
they have done to applications development” 


, n 
ICe-Dresident, server Systems OT ธา เว ท, IBM, j 


Business Week 


“As long as we continue to change, there 
are no limits to what we can achieve” 


son of Sam Walton, founder of US retail giant Wal-Mart, i AP 


“I only rushed forward to make a global car 
company and failed to look back, causing 
several legal problems" 


Chairman of Hyundai Motor Group, apologising for 


, j " D 
wronedomes at tbe start of bis trial, to Keuters 


“Having that big wad of cash is like 
protection for a rainy day, but it can create 
bad business decisions” 


CEO of US brokerage firm B. Riley, in USATODAY.com 


“In Asia... no investment may not be a 
feasible idea” 


( F ( ), NTI Dex aMo m | | com 


bt noted 


RESIGNED: Ver- 
ghese Kurien, from 
the chairmanship 
of the Institute of 
Rural Managem- 
ent, Anand. He 
had resigned as 
chairman of the Gujarat Cooperative 
Milk Marketing Federation last month, 
after being its founder-chairman for 
32 years. 





REJECTED: By the Arcelor board of 
directors, a revised bid by Mittal Steel 
to take over the company, as inade- 
quate and undervalued. 


RANKED: As # 1, Genpact, in a list 
of top 15 third-party ITES-BPO com- 
panies based on revenues, by 
Nasscom. WNS and Wipro BPO are in 
second and third positions, respec- 
tively. Nasscom says the domestic 
market for ITES-BPO witnessed a sig- 
nificant increase in demand, with the 
estimated value of work outsourced 
(by domestic clients) growing over 55 
per cent to $860 million (Rs 3,870 
crore) in 2005-06. 


COMING UP: In India early next year, 
stores by luxury goods giant Gucci, 
which has sewed up a deal with the 
New York-based Murjani Group to set 
up shop in India. 





READY: BSE, with a platform for 
trading in corporate bonds. It is now 
waiting for approval from the 
Securities and Exchange Board of 
India to formally launch the same. 


ANNOUNCED: Bonus issue in the 
ratio of 1:1, wherein one share will be 
issued for every share held, by engi- 
neering major Larsen & Toubro. 


ELECTED: SEBI 
chief M. Damo- 
| daran as Chairman 
of the Emerging 
Markets Committee 
(EMC) of the Intern- 
ational Organisation 
of Securities Commissions (IOSCO) at 
its annual conference held in Hong 
Kong. IOSCO is the world's primary 
forum of international cooperation 
for securities regulatory agencies. 


AWARDED: By Unilever, a seven- 
year contract to Accenture for its global 
HR operations. The range of services to 
be provided by the IT major include 
recruitment, payroll management and 
performance management, in 100 
countries. The rollout is expected to 
start in a phased manner across the 
Unilever world, with the first phase 
set to begin from the second half of 
2006 till 2009. 


RED TAPE IS NOT REALLY STIFLING INDIA 
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HOME LOAN 





Real estate: A correction is round the comer 


HE RESERVE BANK OF INDIA (RBI) IS 
|: getting worried; it has stipu- 
lated strict norms for housing 
loans. The risk weight on banks' 
exposures to commercial real estate 
has been increased from 125 per 
cent to 150 per cent. It has also 
increased the provisioning require- 
ment for residential housing loans 
beyond Rs 20 lakh and all commer- 
cial real estate loans from 0.4 per 
cent to 1 per cent of the loan amount. 
The question is: will these adve- 
rsely affect housing loan approvals 
by banks? Suresh Menon, General 
Manager, HDFC, doesn't think so. 
"We have been sanctioning 99 per 
cent of our housing loan applications 
for the past 20 years; that will not 
change, even though we have red- 
uced the default period from 180 
days to 90 days," he says. "We 
have our own standard norms and 
will continue to maintain housing 
loan approval rates of 60-68 per 
cent," adds Rajan Ghotgalkar, 
Corporate Head (Retail Banking), 
IDBI, adding: "Even rising interest 
rates will not cool the demand for 
housing loans, unless they cross 12- 
13 per cent." Chanda Kochhar, 
Executive Director, ICICI Bank, agrees. 
"Income levels of the Indian middle 

class have gone up," she says. 
That's good news for the econ- 
omy, but house buyers will do well to 

exercise caution. 

NAMITA JOHRI 
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n ไป แพ อ แท things to do. | 





Shopping in Malaysia is a most satisfying experience. From modern shopping malls to elegant 
boutiques, there is an endless array of shopper's paradise to cater to various tastes and budgets 
Besides refreshing sessions of retail therapy, you can experience the pulsating city nightlife at 
happening bistros and clubs, as well as savour a sumptuous spread of local and international 
fare from open-air stalls to world-renowned hotels. Meeting in Malaysia is indeed an occasion 
to remember as the country offers modern convention facilities, a select range of world-class 
accommodation, excellent infrastructure and professional support services. After the convention. 
there's plenty to look forward to from visiting pristine islands to discovering exotic cultural 
experiences. Whatever you do, your stay in Malaysia will be a most unconventional one. For your 
next convention, make Malaysia your destination and enjoy an experience that's truly Asia 





TOURISM j Malaysia Tourism Promotion Board Republic Of India 
MALAYSIA (Ministry of Tourism, Malaysia) Chennai Tel: 009144 2822 4949 Email: mtpb.chennai@tourism.gov.my 





12 
be nt 


25th Floor. Convention ) A ธ์ i e ; 

evth Foor, Gonvention Division Mumbai ^ Tel: 009122 6635 2085 Email: mtpb.mumbai@tourism.gov.my ! 

New Delhi Tel: 009111 5150 6107 Email: mtpb.newdelhi&tourism.aov my = 9 ^ 
e J 


Menara Dato' Onn, Putra World Trade Centra, 
45, Jalan Tun Ismail, 50480 Kuala Lumpur 

Tel: 603-2615 8188 Fax: 603-4042 5135 
E-mail: eng-convention@tourism.gov.my 
Website: www.tourismmalaysia.gov.my 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Beginning July 2005, Business Today began publishing a monthly listing 
of India Inc.'s biggest deals. Our partner: Global professional services 
firm Ernst & Young. Here are the deals that were struck in April 2006. 


Deal Particulars: Dishman Pharmaceutical & Chemicals Ltd, one of India's leading players 
in the Contract Research and Manufacturing (CRAM) Segment, has entered into a definitive agree- 
ment to acquire Solutia Inc's Switzerland-based pharmaceutical services business. The total con- 
sideration for the transaction was $74.5 million. According to the agreement, Dishman will acquire 
DE ALTR AC KER 100 per cent stock of CarboGen AG and AMCIS AG—the two companies that compromise a majority 
of Solutia's pharmaceutical services business—along with other assets. 

Men ST Stes : 

dishman Impact Analysis: The deal gives Dishman access to an impressive clientele of 60 global phar- 
maceutical companies, including seven of the top 10 global drug firms. Approximately 90 per 
cent of the revenues generated by this business are from repeat customers, with the US account- 


DEAL OF THE MONTH ing for 60 per cent of the revenues. 




















TARGET ACQUIRER INDUSTRY DEAL VALUE STAKE 
(KS Crore) 
Solutia Inc., USA Dishman Pharmaceuticals and Pharmaceuticals Acquisition 342.5 100% 
2} oc UG "b UU Ee SU Lu | 
Passmark Security zd s RSA Security Inc.. US — Security — — 111 Acquisition 205.7 100% 
S.S. Kantilal Ishwarlal Securities Ltd IDFC — Financial Services 7 Investment Undisclosed 33% 
Jemca, Czechoslovakia: [[  — Tata Tea -Food and Beverages Acquisition Undisclosed — — 100% 
Aurangabad Breweries | ‘Asia Pacific Breweries Food and Beverages — Acquisition 62 rt 76% 
The Isolator business of Elpro Siemens Ltd | Electronics Acquisition 25 100% 
International Limited n> PRA ว M va 
Baker's Circle GEM India Advisors. Food and Beverages Investment Undisclosed 26% 
GMR Infrastructure -ICICI Venture Funds Management ^ Infrastructure Investment 250 5% 
Applied Micro Circuits Corporation, USA Elven Technologies Pvt Ltd 7 Computer Software Acquisition Undisclosed 100% 
North-West Switchgear Ltd Wipro Consumer Care — Consumer Goods Acquisition 102.20 100% 
Fabric division of Sai Lakshmi Indus Fila Textiles Acquisition 90 100% 
Industries Pvt Ltd ———— X 
Room Solutions, UK — .. NIIT Technologies Computer Software Acquisition — 1147 — — 517 
Emmetre Tintolavanderie Industriali, Italy Malwa Industries  Texiles 7 Acquisition — 184 T .. 8096 
Third Dimension Apparels, Jordan ‘Malwa Industries  Texiles — .. Acquisition 31 100% 
VTR Group, UK 4 .. Prime Focus Ltd < Media _ = Acquisition — 40.34. 5576 / 
CTP Gills Cables td —. — Suprajit Engineering Ltd . Engineering Acquisition 19 A 100% 
IMG Group, USA _ EBS me MES 7 Acquisition Undisclosed 10075 
r. Quantech Global Services, USA Wipro Technologies _ Computer Software Acquisition 45.87 1 10076 
| Mody Access Info Iron Mountain Information Acquisition Undisclosed 50% 
A [ 7777 ฝ 7'' ล ก ล แช เท อ ก ไ | Ax p PH Ule 
Intellisys Group, USA =  Omirack Systems Hid — — nc = Acquisition 3184 — 1 10075 
Phoenix Lamps Ltd — Actis Private Equity — _ Auto Components Investment — 43 — 1 1 M% 
Andhra Cement Ltd น 0 3 ็ 3 Cement .— Investment ว 0 6% 
Zelos, Australia 2^ Gujarat NRE Coke Ltd —— Mining — — Acquisition — 118.5 . 676 
Direct Internet Services Videsh Sanchar Nigam Ltd — — (T Li . Acquisition 75 100% 
Zuari Cement -Ciments Francais Cement . Acquisition 600 a CR 
Artifex Finance Cva, Belgium Lupin bid ‘ta - Pharmaceuticals ^ Acquisition Undisclosed 9176 


Deal Watch includes only M&As, private equity and brand sale transactions N.A.: Not available 
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REFORMING INDIA'S FINANCIAL SYSTEM 


For India to continue in its current trajectory, it is imperative for the country to reform its 
financial system. Although policy makers fear that such reforms will cost jobs, the opposite 
is true. Today India's banking sector generates 2.5 per cent of GDP and employs 900,000 
people. With full reforms, it could generate up to 7.5 per cent of GDP and employ 1,500,000 
people, as well as boost investment and growth throughout the economy. 


To finance economic growth, India must raise its investment rate substantially, says a 
McKinsey Global Institute (MGI) research paper. If that is to happen, the financial system 
must mobilise savings more effectively—a goal that calls for reducing the government's 
fiscal deficit, which crowds out private investment, and for reforming banks and capital 
markets. The effect would be to create hundreds of thousands of new jobs in the financial 
sector and generate faster growth in the whole economy. 


Composition, Growth Of Financial Stock 2003-2010 


China's financial stock India's financial stock 
2010 (projected) = $9 trillion 2010 (projected) = $1.9 trillion 


| | $ Billion 
3835 172 862 333 แม 


1,296 18,000 26,000 406 44,000 
Equity —— 
Corporate 
debt 


Government 
ai 







Bank 
deposits 


lili j 
China | INDIA - | Philippines Japan | Malaysia | 
Indonesia Thailand South 1 Euro Zone US 





Cone 184 51 19 31 28 112 490 898 22 85 


*Figures do not add up to 100%, because of rounding off. = * Compound annual growth rate 
Source: Global Insight, McKinsey Global Institute Global Financial-Stock database 


Where The Money Goes 


Instead of putting money into financial assets, Indian households invest more than half of 
their savings in physical ones such as land, houses, cattle and gold 


Distribution of household savings in India, 2002-03, %* 


Financial Savin 

@ Net deposits " Savings In Physical Assets 
๑ Net claims on government * Land 

€ Provident and pension funds * Houses 

@ Life insurance funds * Cattle 

๑ Currency * Gold 

๑ Shares 





*Latest figures available Source: Central Statistical Organization Of India 
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Going For Broke 


IBM would have pumped $8 billion into India by 2009. Why? VENKATESHA BABU 


HE SMOKE SIGNALS FROM 
Armonk, NY, where IBM 
is headquartered, were 
sending their messages 
loud and clear even bef- 
ore its Chairman and CEO Sam 
Palmisano’s plane touched down 
in Bangalore. On his fourth visit to 
India in as many years, IBM’s reticent 
chief was to address the media for 
the very first time (all his earlier 
trips were unannounced). The scale 
of ramp up in the last three years 
was a further indication of IBM's 
intentions in India. A big bang ann- 
ouncement against this backdrop 
was not unexpected. But when 
Palmisano announced 
that Big Blue would 
invest a humong- 
ous $6 billion (Rs 
26,700 crore) 
over the next 
three years, the 
excitement was 
palpable. After 
all, the outlay 
dwarfs the 
$3.9 billion 
(Rs 17,550 
crore) combined 
investment announced 
by Cisco, Intel and Mic- 
rosoft in the recent past. 
The $6 billion is on top 
of the $2 billion that 
IBM has already inv- 
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Vice President (Research), Gartner, 
a research house, points out that 
the announcement is an obvious 
attempt to shore up IBM's early start 
and progress in the region. “This 
announcement puts a big gulf bet- 
ween IBM and its other MNC com- 
petitors. I actually believe 

that the local Indian 

giants are insignifi- 

E! cant or irrelevant 
COUP for this scale and 
level of announ- 

cement," says 

Iyengar. Adds 
Alok Shende, Head 
(ICT Practice), Frost 
& Sullivan: 
“The inv- 
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BULGING BIG BLUE 
Over the years, IBM has 


estments IBM is making in India are 
being driven because of the com- 
petitive market situation that is 
evolving in the North American 
and European enterprise markets." 

The investment will also help 
IBM increase its competitiveness in 
the crucial us and European markets 
as it will now be better placed to 
take advantage of the cost arbitrage 
that the Indian players enjoyed till 
now. India’s low-cost model will 
also help IBM address certain mar- 
kets such as BPO and mid- to low- 
end ADM contracts, which it was 
losing to Indian firms. The war for 
Indian talent will become even more 
competitive since both Indian firms 
and global players will try and target 


43,000 





2006* 


38,500 
significantly increased 
its workforce. 
23,000 
9.000 
4,900. 
2002 200 2005 


ested in the last three 3 2004 





Te > IBM follows a calendar year 
years in India. * Up to May 2006. Of this, 20,000 are employed with 
Partha Iyengar, Daksh, the BPO arm of IBM India 
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the same prospective base. 

IBM has had reasons to feel 
good about the Indian experience. 
While Indian IT companies have 
largely neglected the booming 
domestic IT services market—esti- 
mated by research firm IDC at $2.3 
billion (Rs 10,350 crore)—iBM has 
had significant success signing up 
long-term service deals with the 
likes of Tata Steel, Siemens, 
Whirlpool, ABB and Bharti. Its 
Indian hardware, software and 
services portfolio earned revenues 
of nearly $600 million; the global 
services division, which serves 250 
international customers, is believed 
to earn an equal sum. 

The neglect of the domestic 
market might come to haunt the 
Indian players, says Gartner's 
lyengar since long-term dominance 
or "superpower" status in any seg- 
ment of the industry cannot be 
achieved without a strong and 
dominant local presence. *Add to 
this the fact that the Indian 
domestic market has been the 
fastest growing in the world for the 
last three years running, it is even 
more unfathomable why the large 
Indian service providers continue 
to just cede the domestic market to 
their global competitors." 

So, are the Indian firms wor- 
ried? Sudip Nandy, Chief Strategy 
Officer, Wipro, isn't too flustered 
by IBM's proposed investment and 
prefers to points to Wipro's own 
moves. “We are beginning to com- 
pete strongly with large players 
like IBM and EDS and in some areas, 
such as engineering services with 
13,500 people, we are even ahead 
of them. Indian companies are act- 
ually ahead of their MNC rivals 
when it comes to offshore delivery; 
it will take IBM time to match our 
India capabilities." 

Brave words those. Palmisano 
for one would like to prove him 
wrong. 

ADDITIONAL REPORTING BY 

RAHUL SACHITANAND 


To Prop, Or Not To Prop? 


Should the rupee's slide be checked? 


HEN DALAL STREET GETS THE 
X sniffles, Mint Street gets the 


shivers. Phiroze Jeejeebhoy Towers, 
the headquarters of the Bombay 
Stock Exchange (BSE), and the 
Reserve of Bank of India’s (RBI's) 
nerve centre are less than a kilo- 
metre from each other as the crow 
flies. So when BSE’s benchmark 


index, the Sensex, started free- 
falling, there were more than a 
few furrows on the foreheads of 
the central bank’s mandarins. The 
biggest worry is how to protect an 
already depreciating currency and 
a widening trade deficit (of a little 
under $40 billion or Rs 1,80,000 
crore in 2005-06 as against $25 


Hello, Goodbye 


Apple entered India late, and it’s leaving early. 


ESPITE ITS FRENCH NAME, DU 
LY Parc Trinity, the building that 
houses the soon-to-be-closed Apple 
India R&D centre in Bangalore, is 
an unpretentious complex that 
never seemed fit for one of the 
most iconic names in the technol- 
ogy industry. That office doesn’t 
seem so inappropriate any more. In 
early June, the Cupertino, Cali- 
fornia-based company decided to 
shutter its India tech centre by lay- 
ing off all its 30 employees at 


Apple Services India, offering them. 


two months’ wages as a parting 
gift. “We were informed by e-mail 
about this decision,” says an emp- 
loyee of this centre who preferred 
to remain anonymous. According 
to this employee, Apple’s centre 
has been at the same since 
inception in April and, despite 
news reports, the company has 
struggled to hire and retain talent 
for this centre. “Apple may have 
been able to run such a centre suc- 
cessfully a few years ago, but they 
weren't working on any critical 
research areas," says Kris Laxmi- 
kanth, CEO, The Headhunters, a 
Bangalore-based HR consultancy. 
"We have re-evaluated our 
plans and have decided to put our 
planned support centre growth in 
other countries," was all Steve 





Apple's Jobs: The hippie days 
were better 


Dowling, an Apple representative 
would say in response to a detailed 
e-mail questionnaire from BT. The 
India ops were meant to scale 
from just 30 and reach 600 by 
the end of 2006, and a rare India 
visit by CEO Steve Jobs was also on 
the cards, but all these plans seem 
to have been deferred, if nor 
shelved altogether. “We also heard 
that HQ was worried about rising 
HR costs,” the employee says. 
Jobs’ first visit to India was in 
the 70s, when he was ostensibly 
seeking spiritual enlightenment 
(before he started Apple with 
co-founder Steve Wozniak). The 
quest in the marketplace hasn't 
proved as rewarding. 
RAHUL SACHITANAND 
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billion or Rs 1,12,500 crore in the 
previous year). 

In the last year-and-a-half, the 
domestic currency has depreciated 
by a little over 3 per cent, despite 
foreign institutional investors (Fils) 
pumping $14 billion (Rs 63,000 
crore) into the country between 
January 2005 to April 2006. Now 
with the tide reversing and Fils on a 
selling spree—outflows at the time 
of writing had hit $2 billion (Rs 
9,000 crore), the rupee looks set 
for some serious beating. As Fils 
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sold shares worth Rs 7,354 crore in 
May, and bought a paltry Rs 96 
crore till June 5, the rupee plunged 
by over 2.50 per cent from sub- 
45.02 levels in May but recovered 
a bit, though still lower by 2 per 
cent by June 2005. 

Blame the slide on rising 
interest rates. And it's not over 
yet. “June 29 will be crucial as 
the Us Fed will again meet to con- 
sider a rate hike," says U. 
Venkatraman, Treasury Head, IDBI 
Bank. Short-term interest rates 
have moved from a decade's low 
of 1 per cent to 5 per cent in the 
last two years. If the rate goes up 
yet again, the attractiveness of the 
world's largest economy as a safe 
haven for investment will un- 
doubtedly get a boost. Which 
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doesn’t bode well for FI inflows. 
And the rupee. *The rupee may 
remain a little weak for some time 
due to global factors," believes 
Y.M. Deosthalee, Chief Financial 
Officer, Larsen & Toubro. 

Y.V. Reddy, Governor, RBI, 
doesn't have too many options. 
Either he lets the rupee fall or he 
protects it artificially by selling 
dollars from the central bank's 
reserves. But a hands-off policy 
might backfire, what with import 
costs, especially of oil, going up 





alarmingly. This will fuel inflation. 
Which in turn will force the apex 
bank to increase short-term rates. 
Result? Loans of all hues (home, 
personal, corporate) get expensive, 
and economic growth takes a hit. 
Currently, the reverse repo rate 
(the rate at which RBI absorbs 
excess liquidity) is 5.5 per cent 
and the repo rate (the rate at 
which it injects liquidity) is at 6.5 
per cent. Artificial propping of 
the rupee might seem a better 
idea, for this will rein in inflation, 
as the oil bill will be less. “The RBI 
has to strike a balance, but the 
rupee will definitely face short- 
term spikes,” believes Moses 
Harding, Executive President, 
IndusInd Bank. 

ANAND ADHIKARI 
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To Grow Or 
To Profit? 


SBI Life breaks even. But it's 
too early to cheer. 


T’S A SMALL STEP FOR SBI LIFE 

Insurance, but could prove a giant 
leap for the fledgling industry as a 
whole. When the five-year-old spi 
Life, in partnership with Cardiff SA 
of France, notched up a token Rs 
2.02 crore profit for 2005-06, it 
became the first in the private sec- 
tor to break even. The life ins- 
urance industry was opened up to 
private players in 2000-01. Birla 
Sun Life, another joint venture in 
this space from the Aditya Birla 
stable, is targeting an entry into 
the black by the end of the ongoing 
fiscal. Others such as Max New 
York Life and Aviva expect to wipe 
out losses in two years. 

Yet, it’s not as if all life insur- 
ance companies are falling over each 
other to post profits. Certainly not 
the big boys. Numero uno ICICI 
Prudential, with a hold on a little 
over a quarter of the market, doesn’t 
expect to ride out of the red before 
2007-08. Ditto with #2 player Bajaj 
Allianz Life, which is looking to 
break even by 2007-08. And the 
third-ranked in market share HDFC 
Standard Life, which posted a 111 
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THE BIG BOYS ARE IN GROWTH MODE 








Bajaj Allianz 2,715 860 215 26.49 

ICICI Prudential Life 2,637 1,584 66 Pole | 
HDFC Standard Life 1,028 486 lll 10.04 
"Premium income in Rs crore Source: IRDA 


per cent spurt in premium income 
last year, won't show profits for at 
least another three years. 

So why are the biggies in no 
tearing hurry to turn the corner? 
The head of the business that has 
managed to do so has an answer. 
“As life business grows, there will be 
need for more capital. Profitability 
by itself will not cover the industry's 
growth requirement," says S. 
Krishnamurthy, Managing Director 
& CEO, SBI Life Insurance. His short 
point: A Rs 2.02-crore profit or a 
Rs 10-crore bottom line doesn’t 
mean much for a business that 
requires massive doses of capital. SBI 
Life itself has enhanced its capital 
base from Rs 75 crore to Rs 425 
crore in the past five years. Another 
Rs 250 crore will be pumped in 
the next two years. 

Other firms are on the same 
track. ICICI Prudential Life, which 
currently has a capital base of Rs 
1,200 crore, has been the most agg- 
ressive in infusing fresh capital. 
“There is a huge growth potential in 
the life business, which will require 
further capital,” says Sandeep Batra, 
cro. Adds Stuart Purdy, CEO, Aviva 
Life, who is now relocating to 
Ireland after setting up the Indian 
operations in 2002. “We expect to 
increase our capital base by another 
50 per cent from Rs 459 crore in the 
next couple of years,” adds Purdy. 

With the market waiting to exp- 
lode, which in turn calls for tonnes 
of capital, it isn’t surprising if some 
players don’t have black ink on the 
top of their priority lists. Growth is 
being traded off against profitability 
in a business where gestation peri- 
ods are long—globally life insur- 
ance operations take seven-10 years 
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to show profits. Penetration of life 
insurance products in the country is 
just 3 per cent, and that's exactly 
why even today new players like 
Bharti, IDBI Bank and Pantaloon are 
entering the arena. 

Breaking even may not be the 
primary concern, but that doesn't 
take away from SBI Life's achieve- 
ment. Rather, it speaks a lot about 
its efficient utilisation of capital by 
way of products as well as distribu- 
tion strategy. For instance, SBI Life 
has chosen to focus on unit-linked 
insurance products, which require 
lesser capital than traditional 


endowment products, which are 
highly profitable in the long run 
(eight-10 years), but which are cap- 
ital-guzzlers."We are focussing on 
investor friendly capital guarantee 
products in the ULIP space that requ- 
ire twice the capital of an ordinary 
ULIP," says Gaurang Shah, MD, 
Kotak Mahindra Old Mutual Life. 
Batra of icici Prudential feels end- 
owment products call for four-times 
the capital needed for unit-linked 
insurance schemes. “We have 
focussed on group protection prod- 
ucts and credit protection products 
where we managed the underwriting 
quality and also avoided high dis- 
tribution expenses," says Krish- 
namurthy. Yet another advantage 
for SBI Life is the parent’s 5,000- 
strong branch network. That reach 
should also come handy in casting 
the life insurance net far and wide. 

ANAND ADHIKARI 


Longing For Shorts. 


Allowing institutions to short-sell may backfire. 


OBODY LIKES A BEAR MARKET 

and that's the message from 
the North Block, too, which is 
toying with the idea of allowing 
institutional investors to short-sell. 
This means institutional investors 
(foreign ones mainly) will be free to 
sell shares without actually holding 
them. The measure is aimed at 
increasing volumes, thereby 
reducing volatility. But experts 
point out that such a move could 
be counter-productive at a time 
when markets are falling because of 
global factors like spiralling oil 
prices and interest rates as well as 
a bit of speculative excess. 
*Squaring off net positions would 
be difficult in today's low volumes 
market," says the CIO of a domes- 
tic mutual fund. What's more, the 
highly traded index stocks could be 
easily manipulated by cartels. For 
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D-Street: Inviting manipulators? 


instance, if prices are ramped up 
artificially, short-sellers can be 
squeezed into buying back their 
shares at a loss. Will short-selling 
mean that an already overworked 
regulator will have even more on 
its plate? 

ANAND ADHIKARI 
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Two Platforms, 
One Footprint 


Reliance plans GSM opera- 
tions in Delhi and Mumbai. 


HEN CONSOLIDATION IS THE 

X mantra in the mobile teleph- 
ony space, you don't expect a new 
player to throw its hat into the 
wireless ring. But then Anil 
Ambani's Reliance Communications 
isn't exactly a new entrant, having at 
last count garnered close to 20 mil- 
lion subscribers with its CDMA serv- 
ice (currently Tata and Reliance are 
the two CDMA service providers). 
Reliance also has a GSM play, 


Anil Ambani: He always preferred GSM 


providing services in seven mar- 
ginal circles via its initial foray into 
telecom in the mid-90s. Now, how- 
ever, Ambani wants to go the whole 
hog in GSM, and in the process com- 
pete head-on with the likes of Bharti 


(Still) A Land Of Plenty 


Real estate funds investing in India are thinking long term. 


ILL RECENTLY RAVI KRISHNAN 

L was the head of IMG India, a 
sports and lifestyle management 
company. Krishnan is credited 
with conceptualising the erst- 
while Lakme India Fashion 
Week and the Indian Open ATP 
Tennis Tournament. He's now 
in charge of a yet unnamed 
Israeli-Australian real estate fund 
with a corpus of $100 million 
(Rs 450 crore). To be sure, 
that's not the only fund that has 
its sights trained on the domes- 
tic property market. Over the 
past three months India-specific 
real estate funds armed with a 
little over $2.5 billion (Rs 
11,250 crore) have set up shop 
in the country. And that figure 
could go up to $10 billion (Rs 
45,000 crore) by the year-end. 
As money conditions tighten, 

as the stock markets turn dis- 
tinctly bearish, with real estate 
threatening to go the same way, 
should these funds be worried? 
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CIG Realty Investors 1.1 
Santa Fe (sponsored by Carlyle) 0.3 
Stargate Capital 3 0.18 
RE Capital FDI Fund 0.25 
Trinity Capital (Trkona Group) 0.45 


Shishir Baijal, CEO, Kshitij Inve- 
stments, a retail-focussed inves- 
tment group promoted by 
Pantaloon's Kishore Biyani, 
thinks not. “With Kshitij Funds, 
we will see an internal rate of 
return of 30-odd per cent. We 
expect the retail sector to grow 
between 20 and 25 per cent 
over the next five years.” Adds 
Ishan Singh, Founder-Partner, 
RE Capital, another real estate 
fund: “Everywhere in the 
world, investors are looking for 
returns, and the Indian real 
estate market is promising att- 
ractive returns. 

KUSHAN MITRA 
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and Hutch, by launching these serv- 
ices in Delhi and Mumbai. These 
two metros are the most lucrative 
markets, accounting for close to 2 
per cent of the country's sub- 
scribers. The average revenue per 
user (ARPU) too Is pretty attractive, 
at about Rs 500 each per month for 
Delhi and Mumbai. 

Reliance Communications has 
sought permission to use the 1800 
MHz frequency (considered ideal 
for both GSM and CDMA) under 
which it has asked for 4.4 MHz of 
spectrum. Interestingly, this request 
comes at a time when rival CDMA 
operator, Tata Teleservices has been 
at loggerheads with the government 
on the issue of spectrum allocation 
(the Tatas contend that subscriber 
base cannot be the criterion for 
deciding who gets how much). 
Reliance Communications officials 
were tight-lipped on the plans. 

Will Reliance get the additional 
spectrum it's asked for? Experts in 
the telecom industry point out that 
the spectrum will be given since 
Reliance will be operating on a 
different technological platform. 
Reliance has some 2.5 million GSM 
subscribers in Madhya Pradesh, 
West Bengal, Bihar and the North- 
East. Till not too long ago, the 
Tatas, with Tata Teleservices and its 
holding in Idea Cellular, also seemed 
to have a dual CDMA-GSM strategy. 
But the Tatas recently decided to of- 
fload their 48.14 per cent stake in 
the cellular firm to the Aditya Birla 
Group (which will own over 98 
per cent ). Incidentally, Idea Cellular 
is scheduled to commence its GSM 
services in Mumbai soon. The state- 
owned units MINL and BSNL too 
have very small GSM operations. 
Worldwide too, barring China 
Unicom, there is no other player 
offering services on both the plat- 
forms. The total subscriber base for 
China Unicom today is 132 mil- 
lion, with GSM accounting for 75 
per cent of it. 

KRISHNA GOPALAN 
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Deep sleep is more than just the right bed. It is about an environment that soothes 
all the five senses. Experience our rooms and know how it feels to sleep like a baby again. - 
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or Red Hat Enterprise” 

* Intel® EM 64T and Hyperthreading enabled 

* 16GB o! ECC DDR2 Memory 

* Choice of PCI Express x16 Graphic Cards with 
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* Integrated SATA with RAID and Ultra 320 
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* Bundled HP Performance Tuning Framework 
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* Genuine Microsoft® Windows® XP Professional 
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* ATI FireGL V3100 Graphics card 
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M&A Deals 
Roll On 


Indian companies' appetite for 
cross-border buyouts is intact. 


ONVENTIONAL WISDOM WOULD 
have it that volatility in stock 
markets is a deal dampener. After all, 
when prices are yo-yoing, it isn't 
easy to figure out the precise worth 
of target companies. Activity in mer- 
gers & acquisitions (M&A) slows 
down further when markets get bea- 
rish as buyers want to protect their 
earnings and price-earning (P-E) mul- 
tiples, and sellers don't want to bow 
out for a song. But if the activity 
of India Inc. in overseas markets 
last fortnight is anything to go by, 
the outbound M&A bandwagon con- 
tinues to roll smoothly, the global 
turbulence notwithstanding. 
Consider: Ballarpur Industries 
snaps up a Malaysian pulp and paper 
mill for $230 million (Rs 1,035 
crore). Jindal Steel & Power com- 
mits to invest $2.3 billion (Rs 10,350 
crore) in iron ore mines acquired 





Jindal Steel's Navin Jindal (L) and UBS' Girotra: India's growth story continues 


in Bolivia. Tata Tea, famous for its 
buyout of Tetley of the UK in 2001, 
says it's looking for more acquisitions 
in countries such as Russia and South 
Africa. Tata Steel is said to be close 
to acquiring South Africa's Highveld 
Steel. And a securities services com- 
pany, Topsgroup, was at the time of 
writing, apparently haggling over 
valuations in a bid to close out an 
estimated $40 million (Rs 180 crore) 
deal with a UK company in the same 
space. Topsgroup Chairman Rahul 
Nanda told Br that an announce- 
ment will be made in a couple of 
weeks. Wipro recently bought a 
Portuguese retail solution provider 
for €41 million (Rs 237.8 crore) 
and followed it up with the buyout 
of Finland's Saraware for €25 mil- 


Big Bang In Bolivia 


Naveen Jindal bags iron ore mines there—finally. 


T'S BEEN AN AGONISING WAIT, 

but it's been well worth it for 
Naveen Jindal's Jindal Steel & 
Power. 


It was in 2004 that the Boli- 


vian government announced an - 


international bid for the develo- 
pment of the Mutun Mines, 
home to iron ore reserves of 20 
billion tonnes. And as Suhil 
Maroo, Wholetime Director 
(Finance), Jindal Steel & Power, 


reveals: “We have been partici- 
pating in all negotiations and - 
discussions 


1 with the government 
of Bolivia since 2004.” 


42 BUSINESS TODAY JULY 2 2006 


Several global metals majors 
threw their hat into the ring, but 
it’s Jindal that’s been declared 


the winner after much to'ing, 
froing and wooing. Maroo says 


the lease period is for 40 years. 
“We have proposed the follow- 
ing facilities to be set up there 
over eight years: a 1.7 million 
tonne steel plant, a 6 million TPA 
(tonnes per annum) sponge iron 
plant and a 10 million TPA pellet 
plant.” The proposed investment 
in these facilities: $2.3 billion 
(Rs 10,350 crore). 

AMIT MUKHERJEE 


lion (Rs 145 crore). 

If India Inc. is still looking out- 
bound, it’s largely because it hasn’t 
been trapped in the global liquidity 
squeeze (not yet, at least). 
Companies, particularly the large 
cap ones, are sitting on huge cash 
reserves, which makes acquisitions 
easier. For instance, Ballarpur, as 
of 2005, had a net worth of Rs 
1,500 crore. If anything, the eroding 
equity prices offer Indian compa- 
nies an opportunity to pick up assets 
at more attractive prices. 

The acquisitions are also being 
made with the long term in mind, 
which helps managements look 
beyond the current bouts of volatil- 
ity and price erosions. Consider 
Ballarpur’s acquisition of SFI of 
Malaysia, which has a paper-making 
capacity of 1.5 lakh tonnes per 
annum and 1.2 lakh tonnes of pulp. 
Says Group Director (Finance) B. 
Hariharan: “In three years, we 
should be in a position to bring pulp 
to India.” “All said and done, India’s 
growth story is intact and I think 
there will be some serious action in 
sectors such as pharma, oil and gas, 
steel and auto ancillaries," adds 
Manisha Girotra, MD & Chairperson 
(India), UBS Securities. 

Girotra cautions that if the 
benchmark Sensex slips into the 
7,000-8,000 range, there could be a 
slowdown in cross-border transac- 
tions. Yet, for Indian buyers looking 
out to extend their international 
footprints the subdued market con- 
ditions might just provide the perfect 
hunting ground. 

KRISHNA GOPALAN 


Bosch 


Common Rail System for a pleasant 
and fuel-efficient drive. 


Common Rail System 
: 


Bosch innovation. Bosch Common Rail System makes every drop of diesel go | 
farther, besides lowering emission. World over, Bosch has powered more than 


28 million passenger cars with this innovation. / 
Invented for life 
In India, Bosch is No.1 in automotive technology through its flagship Motor 
Industries Company Ltd. (Mico). It brings the best of international technology, 
y for a driving experience that's world class. www.boschindia.com 








Lanco Who? 


4 The Hyderabad-based group is 
* a powerhouse in its own right. 


IRCA 1964 WHEN LAGADAPATI 

Amarappa Naidu decided to 
switch from agribusiness to con- 
struction, little would he have 
thought his company under its 
second generation leadership 
would some day grab national att- 
ention. Lanco (LAN being the ini- 
tials from his name) has done just 
that. ไท the first week of June, it 
| outbid Reliance Energy and Essar 
B Group to bag a 1,000 Mw thermal 
project at Anpara in Uttar Pradesh. 
“We did quote aggressively since 
we feel we have the competence to 
execute it," says Naidu's smiling, 
40-year-old nephew and current 
Chairman of the company L. 
Madhusudhan Rao. 

For Rao, the project is also 
important because it is located close 
to the 4,000 Mw ultra mega power 
project proposed at 
Sasan in Madhya 

Pradesh. Lanco 
has already tied 
up with inter- 
national players 
and filed the 
bids for pre-qual- 
ification for the 
Sasan project and 
another at 
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Mundhra in Gujarat. Rao is bet- 
ting on Lanco's capabilities in EPC 
(engineering, procurement & con- 
struction), and its in-house opera- 
tional and maintenance strengths 
(at times it has reduced costs by re- 
engineering spare parts). Lanco is 
now setting up an office in China to 
source equipment at competitive 
prices as part of a global procure- 
ment strategy. 

Back in 1991, Lanco was just 
another construction company with 
revenues of Rs 2 crore and an asset 
base of Rs 1.5 crore. The big 
moment came in 1997 when one of 
its projects (the 368 Mw Kondapalli 
unit) was among the first to be 
cleared by the Central Electricity 
Authority under the tariff-based 
international competitive bidding 
route for independent power proj- 
ects. Lanco got it commissioned in 
record time by year 2000. 
Currently, it is generating 509 MW 
through gas and biomass power 
plants. Further, it has under devel- 
opment 600 Mw in Phase I of a 
1,200 Mw coal-based power plant in 
Chhattisgarh, as well as hydel proj- 
ects aggregating 800 MW in Sikkim, 
Himachal Pradesh and Uttaranchal. 
In end-May, it took over Nagarjuna 
Power's 1,015 Mw thermal power 
project in Mangalore. This 4,300 
crore project is expected to achieve 
financial closure this year. In all, 
Lanco will be investing Rs 17,000 
crore in various projects over the 
next three years. With 80 per cent 
of this to be funded by debt, the 
equity component would be in the 
region of Rs 2,500 crore (or close to 
Rs 900 crore per annum). The com- 
pany hopes to raise the equity either 
by way of strategic partners or may 


. even look at an IPO. 


Rao's goals are clear-cut. *We 
want to grow 10 times in four 
years." [ts current asset base is 
Rs 2,200 crore and the aim is to 
hit $5 billion (over Rs 21,000 
crore) by 2010. Turnover is 

expected to grow to Rs 8,000 


crore from Rs 1,200 crore today 
by then. *Much of this is achiev- 
able based on our existing projects 
alone," says Rao. 

Lanco also has mega ambitions 
in infrastructure and realty. It is 
scouting for international partners 
to bid for Kolkata and Chennai 
airport projects. It's also working 
on ล uniqué project comprising 
18 million square feet of mixed 
development property integrating 
IT parks, housing, malls, hotels 
and entertainment centres at à 
capital outlay of Rs 3,500 crore. 
Rao also talks of setting up a 90- 
storey residential complex. *The 
only other well known 90 floor 
residential complex today is 
Trump World Tower (where 
Donald Trump stays)." Now that's 
no tall story. 

E. KUMAR SHARMA 





The IPO Party 
Crashes 


Issues are pushed back. It's 
no more a walk in the park. 


RIME FOCUS WAS JUST ANOTHER 

Mumbai-based post production 
firm until it announced its inten- 
tion to go public. With high-pro- 
file investors like Reliance Capital 
and Rakesh Jhunjhunwala on board, 
Prime Focus strode into the primary 
market in late May with an initial 
public offering (PO) with a price 
band of Rs 450-500. The track 
record of recent IPOs on Dalal Street 
indicates an oversubscription spree 
with most bids coming in at the 
upper price band. The response to 
Prime Focus's offering shouldn't 
have been too different. Unfor- 
tunately, like Deccan Aviation before 
it, the post production company 
found itself caught amidst a global 
equities meltdown. The benchmark 
Sensex was down 15.8 per cent 
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SOBER OFFERS 
The upper limits of the price band don't matter. 





146-175 148 


1.13 


Rathi 98 50-55 50 122 

i Textiles 55 4l 1.01 
Unity Infraproject 232.4 651-732 675 2 33 
Prime Focus" 100 417-500 417 123 
Allcargo Global Logistic ^ 129.94-15073 625-725 NA NA. 


*Lowered their price band during the IPO —— #Follow-on public offerings (FPO) N.A: Not available — Source: Capitalmarket. com 


from its peak on the day Prime 
Focus's IPO opened on May 25. 
The free fall continued till the issue 
closed on June 3, by which time 
the Sensex had sunk to 17.5 per 
cent from its peak on May 11. 
Result? Prime Focus became the 
second company to bring down its 
price band, from Rs 450-500 to Rs 
417-500—2 7.5 per cent reduction 
at the lower end. The issue was 
supposed to close by May 31 but 
was extended by three days (as per 
regulations). Prime Focus eventually 
scraped through with a 1.23 per 
cent oversubscription, with virtually 
all the bids coming in at the lower 
price band. 

The first IPO to revise its price 
band after the Securities & Exc- 
hange Board of India (sEBI) issued 
such guidelines was that of Deccan 
Aviation. It took a Rs 4 cut to Rs 
146 at the lower band. The issue 
was oversubscribed 1.13 times. Says, 
S. Subramanian, Head of Inve- 
stment Banking, Enam Financial 
Consultants: *We will be living in a 
fool's world if we think the sec- 
ondary market will not have any 
implication on the primary mar- 
kets. Players have to learn that pri- 
mary market will not always make 
money for them." Adds Sanjay 
Sharma, Senior Vice President and 
Head (Equity Origination & Capital 
Markets), ps» Merrill Lynch: “We 
are going to see lower valuations 
(for POs) and bidding will mostly be 
at the lower end." 

As BT went to press, that trend 
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was slowly but surely gaining 
ground. According to market 
sources, the price band of an iPO by 
Vigneshwara Exports, which 
opened on June 7, was trimmed 
from Rs 140 to Rs 121 at the lower 
end. And as the indices continued 
to spiral downwards, the spotlight 


was trained on two high-profile 
issues in the pipeline: Those of 
GMR Infrastructure and DLF 
Universal. Whilst GMR has indi- 
cated its resolve to go ahead by 
end-June, the grapevine has it that 
the DLF issue will be deferred. 
However, bankers to the DLF is- 
sue are confident the issue will sail 
through on a lower valuation— 
down to $25 billion (Rs 1,12,500 
crore) from $30 billion (Rs 
1,335,000 crore). Over the next six 
months, close to Rs 25,000 crore 
worth of IPOs are expected to hit the 
markets. Whatever their fate, there's 
one phenomenon which won't play 
out any longer: Issues won't be 
oversubscribed within minutes of 
opening for some time to come. 
MAHESH NAYAK 


Chennai Calls, Again 


After Nokia, it's Motorola's turn to make (cheap) phones here. 


AST FORTNIGHT WHEN 

Motorola decided to set up a 
manufacturing unit just off 
Chennai over 300 acres in a spe- 
cial economic zone (SEZ), mobile 
phone users across the country— 
as well as those keen to own a 
handset—had another reason to 
expect more affordable phones. 
True, Motorola phone prices have 
anyways been falling—a Motoslim 
introduced at Rs 12,000-plus 
seven months ago has come down 
by Rs 3,000, and the Motorazr 
launched a year and a half ago at 
Rs 42,000 can be bought for 
under Rs 10,000. Now, consumers 
eagerly look forward to mobile 
phones under Rs 1,500, or sub- 
$30, once they're made in India. 
"We intend to be at this price 
point," says Firdose Vandrevala, 
Chairman, Motorola India. With 
as much as 40 per cent of the 
software for handsets coming out 
of its India development centres, 
he feels this is possible. Even better 





Motorola's Vandrevala: Price play 


news for phone users is the 
reaction from market leader and 
neighbour-in-Chennai, Nokia, 
which also has a manufacturing 
unit in that city. “We have heard of 
announcements relating to even 
sub $20 handsets (under Rs 1,000). 
We will be competitive feature to 
feature," says Jukka Lehtela, 
Director (India Operations), Nokia. 
Five hundred million mobile con- 
nections by 2010 suddenly doesn't 
look like a pipe dream. 

NITYA VARADARAJAN 


Experience the Sarovar Spirit 
across 35 delightful destinations... 
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Refuge In The 
Long Term 


Should private equity 
investors worry? Maybe not. 


TOCK MARKETS ARE NOW FACING 

what looks like a bear out of a 
three-year-long hibernation and pri- 
vate equity (PE) funds seem to be 
bearing as much of the brunt as the 
retail investor. Stocks of companies 
they have invested in, over the last 
year, are today available at prices 
close to the cost of acquisition, and 
some have even sunk below it. (See 
Buyouts Take A Knock). The deals 
are across sectors (such as textiles, 
media, IT software, and financial 
services) and some of these have 
seen an erosion of as much as 20-25 
per cent in value. For instance, 
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investments by ICICI Ventures in 
Gateway Distriparks and by 
Temasek Holdings in Welspun India 
have been substantially marked 
down from the acquisition cost price 
post the May 18 downturn. 

Private equity funds are non- 
plussed. Says Puneet Bhatia, MD of 
Texas Pacific Group and New- 
bridge: “No one likes to see a stock 
going below their investment price, 
but private equity funds have the 
least to worry about. They take a 
long term fundamental view of a 
company they are investing in, and 
make sure there is enough substance 
and value in the company.” 
However, he cautions that invest- 
ments which have been “momentum 
plays” when the Sensex was reaching 
new peaks every week, will probably 
fall apart. “If a fund has invested 
at 20-30 times earnings, then they 
need to be worried,” he says. 
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Of course, some funds got it 
right by riding on a surging Sensex, 
and exiting before the crash. For 
instance, ChrysCapital put $20 mil- 
lion (Rs 90 crore) in Gammon India 
in November 2004; it exited in 15 
months after its investment had 
appreciated five-fold. Similarly IDFC 
Private Equity raked in an over 100 
per cent return when it sold its 8.14 
per cent stake in Hotel Leela 
Venture within a year of invest- 
ment. Says Luis Miranda, Investment 
Manager to the IDFC Private Equity 
fund: “The last couple of years have 
been so good that some funds have 
looked to sell early, though they 
normally invest in the long term 
potential of a company, for over 
four to five years.” The recent melt- 
down, however, gives the PE funds 
who haven’t exited yet little choice 
but to stay long-term investors. 

SHIVANI LATH 
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When it's colour, it's easy and better. 
With the Canon imageRUNNER C2570i, you can now add 
colours to your office communication and reach your goals in 


a faster, better and affordable way. Research proves it that 
colour not only captures attention and improves 









communication but also enhances productivity. Which is 
why, Canon imageRUNNER brings to you the benefits of 
colour printing as part of an integrated data management 
solution. Thereby helping you acquire, retrieve, and 
distribute data in colour with speed, simplicity and security. 
Call us for a demo and discover how the Canon 
Coane imageR UNNER C2570i can work wonders for your business. 









* Print, Scan, Copy and Fax * Fast Speed * High Quality Colour Reproduction 
* UFR II Printing Technology * Cost-effective colour usage 
* Integrated with Email, Fax, i-Fax, Database, File servers EE 





; 
Also available - Model No. iR C3170i & heavy duty work group corporate solution imageRUNNER Model No. iR C3220N 


CORPORATE OFFICE : Canon India Pvt. Ltd., Second Floor, Tower A & B, Cyber Greens, DLF Phase-lll, Gurgaon 122 002. 
Call Canon at 1800 345 3366 / 39010101 or visit us at www.canon.co.in 
"(A4 size, 5% coverage) when compared to a conventional printer. 
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Fairweather 
Friends? 


The Fils haven't been too 
unkind to India. So far. 


“Jack sold, Michael bought; the 
foreigners are still in the stock 
exchange...” 

HAT'S HOW OSMAN BIRSEN, CEO 
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(Rs 22,500 crore) has been pulled 
out so far from emerging markets. 
And the carnage isn't quite over yet. 
In India, since the Sensex started 
plunging from its all-time high of 
12,671 to 9,810.46 by June 9, the 
Fils had sold Rs 10,460 crore worth 
of stock. They're still net buyers for 
2006, thanks to the Rs 18,476 crore 
that came in between January and 
April. But if the selling trend con- 
tinues, there's a real chance that the 
Fils may end up net sellers in India 





feel the pain? The lurking dangers, 
for the entire global economy, are 
spiralling crude oil prices (experts 
don't rule out $100 or Rs 4,500 
to a barrel) and rising interest rates 
(the us Fed has jacked up rates from 
1 per cent in July 2003 to 5 per 
cent, and there's a fair chance of a 
further increase). 

The good news for India is that 
the economy hasn't turned for the 
worse to merit a no-holds-barred 
sell-off. “Economic fundamentals 


of the Istanbul Stock Exchange, for 2006—only the second time — haven't changed much in India,” 
reportedly tried to control the dam- since they entered India in 1993. observes Andrew Holland, executive 
age in Turkey, the market that has “Undoubtedly, there is a global Vice President at DSP Merrill Lynch, 
suffered the most after foreign squeeze in liquidity. India is also who has been tracking markets since 


institutional investors (Fils) embarked 
on a stock-selling spree in emerging 
economies. An estimated $5 billion 
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feeling the pinch,” says Asit Koticha, 
MD and CIO, ASK Raymond James. 
True, but for how long will India 


1977. Adds John Band, Chairman, 
Zoom Cortex, a brokerage for Fils: 
“No emerging markets stand com- 


Save 


Environment 


Save 


Lives 


World Environment Day 
is celebrated on 5th of June 


C7. | AN 

ER not just India’s natural gas major 

...I$ not just the country's premier Navratna Company 
...is not just handling 74% of gas market share 


GAIL is one of the most socially responsible and environment friendly corporates in india. 


GAIL fulfills its environmental commitment by spreading awareness, preventing the 
ill-effects of air pollution and lessening its levels across the country with the introduction 
of environment friendly fuel like CNG. Adopting animals in Lucknow Zoo, opening 
up diagnostic centers for air pollution related diseases, and recently taking up the 
cause of the endangered Olive Ridley Turtles in Orissa - these are some of the initiatives 


we have taken to make a difference where it matters the most- our world and the 
environment we live in. 


We at GAIL are doing our bit for the Environment. 
Are you...... ? 
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parison to India. The Indian market 
is easily the most attractive.” 

In the emerging market pack, 
Singapore and Malaysia are the 
only two markets that saw net 
inflow of foreign capital. Korea 
and Taiwan have a price-earning 
(P-E) multiple of 14.1 as against 
India’s 21.1 based on 2005-06 earn- 
ings. Singapore, too, looks attrac- 
tive at 17.4 and Malaysia at 15.6. 
The message in those numbers is 
clear: the Indian markets have 
been driven to excessive highs, 
and have run way ahead of the 
fundamental story. Band also 
points out another worry: The 
national debt. “The government 
has to seriously think of reducing 
the debt burden so that more long- 
term savings can be channelled to 
equities,” he says. 

The outflow of foreign funds 
isn’t going to stop overnight, but 
once the markets reach a stable 
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level—various estimates are between 
7,000 and 8,000 for the Sensex— 
you can expect the Fils to be back to 
their buying habits. Encouragingly, 
there are still hundreds of them 
registered with SEBI (Securities & 
Exchange Board of India)—916 as 





of June. Back in 2001 there were 
only 482 of them. And only 517 by 
2003. Hopefully, before 2006 15 
through, like in Istanbul, there will 
be two Michaels mopping up shares 
for every Jack in exit mode. 
ANAND ADHIKARI 








AT&T's Back 


But it's not in the wireless 
space this time round. 


LONG TIME AGO—AT LEAST IT 

ms that way—AT&T Wire- 

less, the mobile arm of AT&T, was 
present in India through two joint 
ventures, one with Idea Cellular, 
and the other with BPL Cellular. A 
lot has happened since: the A.V. 
Birla group has bought out the Tatas 
in Idea, Hutchison has gobbled up 
BPL and much before all that hap- 
pened, AT&T Wireless exited the 
country after it was bought over 
by Cingular Wireless. Meantime, 
AT&T itself was merged globally 
with SBC Communications, although 
the AT&T brand lives on. In fact, 
it’s got a second wind in India. 
AT&T has joined hands with the 
Mahindra group, via AT&T Global 


-THE INVASION 


-—— 5 


EE 04 


Network, a division of AT&T Inc. 
AT&T Global will hold a 74 per 
cent stake in the joint venture, and 
Mahindra group company, 
Mahindra Air Services, will hold 
the rest. The jv has been christened 
AT&T Global Network Services. 
AT&T Global in India will focus 
on long-distance services, internet- 
related services and a host of con- 
vergence offerings like provision 
of information networks, virtual 
private networks and, of course, 
broadband. AT&T declined to com- 
ment specifically on its Indian plans 
and proposed investments. *We 
have only recently formed the Jv 
and received FIPB (Foreign 
Investment Promotion Board) 
approval. So, we are still at an early 
stage in the process," is how a 
spokesman put it. He added that it 
was not possible to disclose details 
of the new Jv business since “there 
are a number of uncertainties about 





- Day 3: Peak Rirktoads and high performance requi fi 
- lead to adding servers. The added servers need back 
servers. The IT room is turning into a server far | 


— Day 4; The IT infrastructure has become so 
complex.. „it's getting totally 0-U-T 0-F C-0-N-T-R-0-L. 


-Day n1 need a smart solution to solve 


comptexity, | 


the operating conditions of the 
licences we are evaluating." 
AT&T currently works with 
long-distance service providers like 
VSNL, Bharti and Reliance. What is 
expected to work in AT&T's favour 
is that the long-distance business is 
perhaps the easiest to execute in 





the entire telecom game. Once the 
JV's network is in place, it will be 
possible for AT&T to carry its own 
traffic to important countries like 
the Us where it is a well-established 
player. The big question, though, is: 
Is AT&T in its new avatar here to 
stay this time around? 

KRISHNA GOPALAN 
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INTRODUCING IBM SYSTEM" z9 


IBM System z9 centrally integrates your applications and data onto a single platform, providing you 
with the capability to manage your complete infrastructure, Spanning across heterogeneous platforms. 


Control infrastructure. IBM System z9 provides unsurpassed capacity with the ability to add 
additional capacity on the fly. Its high utilisation rate translates into efficient resource usage, even 
with large and diverse workloads. This in turn leads to reduced total cost of ownership 


Control availability. IBM System z9 offers high availability and disaster recovery capabilities 
are built into the 29 hardware. Using the inbuilt virtualisation, it can run thousands of Linux servers 
ina single system. 


Control security. IBM System z9 provides security to critical business transactions and data. 
Inbuilt encryption processors and powerful security software protect your systems and data. 


Control complexity. IBM System 29 is designed to optimise your resources - hardware networking 
and software. Allowing you to consolidate hundreds of distributed servers onto a single system - 
a datacentre in a box. 


To find out how IBM System z9 has helped thousands of companies manage their mission-critical 
business, call us at 1800 4253333 or visit ibm.com/systems/z/success 
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Top Line 
Trouble 


Can HCL Infosystems' 
Plan B save the day for it? 


CL INFOSYSTEMS, INDIA'S SECOND 
Fh PC manufacturer, would 
seem to be in a spot of bother. The 
major chunk of its topline—79 per 
cent—comes not from PCs, but from 
its telecommunications and office 
automation business. And the dis- 
tribution of Nokia mobile phones 
and accessories accounts for more 
than 70 per cent of this sub-set. 
Put differently, more than 50 per 
cent of its topline is tied to the for- 
tunes of Nokia phones in this coun- 
try. In absolute terms, the revenues 
and profits from its telecommuni- 
cations and office automation busi- 
ness were Rs 6,560 crore and Rs 
181 crore, respectively, for the 
nine months ended March 31, 
2006 (HCL Infosystems follows a 
July-June financial year). The prob- 
lem is the Finnish handset maker 
proposes to bring half this distri- 
bution into its own fold over four 
quarters starting July 1. Result: 
HCL Infosystems is staring at a 
potential deflation of its top line by 
Rs 2,500 crore in 2006-07. 

Chairman Ajai Chowdhry 
emphatically denies any such pos- 
sibility. “There will be no dip in 
revenues," he says, adding, that at 
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worst, topline will remain static 
next fiscal. He bases his optimism 
on the buoyancy in the market for 
mobile handsets and his company's 
recent agreement with Apple to dis- 
tribute iPods in India on a non- 
exclusive basis. 

Investors don't seem to be buy- 
ing this argument. The company's 
share crashed 30 per cent from Rs 
258 on February 17, 2006 to Rs 
180 on February 20, 2006, the next 
trading day, after Nokia announced 
its plans. It has since dropped fur- 
ther and closed at Rs 130.35 on 
June 9. The bellwether BSE Sensex 
moved down 1.71 per cent during 
this period. But analysts believe 
Chowdhry's statements. “HCL 
Infosystems should be able to tide 
over this problem within the next 
year-and-a-half,” says Rajiv Mehta, 
a research analyst at India Infoline, 
a stock broking and research firm. 

There is merit in this argument. 
HCL Infosystems’ office automation 
and telecommuncations business 
has been growing at 72 per cent 
per annum. If it can maintain this 
clip—and given the booming mar- 
ket for mobile phones in India, 
there is little reason to suspect that 
it won’t—and boost its computer 
sales, and rake in some incremental 
revenues from the sale of iPods, it 
may indeed end 2006-07 with flat 
revenues, or at worst, only a mar- 
ginal dip in its topline. Chowdhry, 
in particular, is very bullish on iPods. 
“Rising incomes and the easy 
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HCL's Chowdhry: Confident indeed 


availability will ensure very aggres- 
sive growth of iPod sales in India," 
he says, even while admitting the 
grey market and the non-availabil- 
ity of suitable Indian content remain 
formidable hurdles in his path. 
Chowdhry is toying with the idea of 
launching his own online content 
portal and providing full support 
and replacement in case of theft. 
accidental loss or even damage from 
spillage of water to overcome these. 
HCL Infosystems, which 
launched its own notebooks earlier 
this year, is also looking forward 
to good growth in its computer 
business. Incidentally, its new Pc 
manufacturing facility with a 
capacity of one million pcs and lap- 
tops in Uttaranchal, will become 
operational later this year. "This 
business is growing at 20-25 per 
cent per annum," says Mehta. Tha: 
should add at least Rs 500 crore 
to the company's bottom line next 
year. Then, there's HCL’s digital 
camera and its distributorships for 
Dish Tv, Plasma Tvs, etc., all of 
which are high growth areas that are 
expected to generate substantial 
revenues in the months ahead. 
But, and there’s always a but, 
can these businesses combined con- 
tribute in excess of Rs 2,000 crore 
over the next year? Chowdhry is 
keeping his fingers crossed. 
SHALEEN AGRAWAL 
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Reliance Power Play: Act Il 


A year after the split, the brothers Ambani are busier than ever. 


HAREHOLDERS OF RELIANCE 
Industries have little reason to 
complain. The messy battle for 
ownership between brothers 
Mukesh and Anil Ambani, and the 
consequent carve-out of the empire 
last June, has made their investor 
community (23 lakh shareholders 
for RIL and around the same num- 
ber for R-ADAG) even richer. 
Shareholders in Mukesh’s flagship 
have also got stock in Anil’s com- 
panies that include Reliance 
Reliance Natural 
Resources, Reliance Energy and 
Reliance Capital. 

The brothers, for their part, 
are immersed in a mega asset- 
building spree. Mukesh has up his 
sleeve a large-scale retail roll-out 
that involves an initial investment 
of $750 million (Rs 3,375 crore), 
two grand SEZ (special economic 
zone) projects in New Mumbai 
and Haryana encompassing 


24,000 hectares of land, and a 29 


Land Scam? 


The new SEZ policy leaves 
itself open to misuse. 


HIS HAS ALL THE MAKINGS OF 
I. mega land grab. The 
Empowered Group of Ministers 
(EGOM) has ruled that promoters 
need to use only 35 per cent of each 
Special Economic Zone (SEZ) for in- 
dustrial and related purposes (this 
is termed ‘processing area’). The bal- 
ance 65 per cent can be developed 
into residential or commercial prop- 
erties, shopping malls and hospitals. 
It has also granted the Commerce 
Ministry discretion to ease this 35 per 
cent stipulation by another 10 per 
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million tonne export-oriented 
"et (cost: Rs 27, 000 crore). 
เม N fast getting ; there, with 
a breathless ภา ษั ส of organic and 
inorganic growth. It bought out 
Adlabs, and picked up stakes in 
companies DTDC, Kinetic 
Engineering, Yatra Online and 
Spanco Telesystems. Anil also 
listed the companies demerged 
from the parent along the way. 
Two Reliances may be better 
than one after all — 
Ti KRISHNA GOPALAN 





cent. This means that an SEZ pro- 
moter can actually develop 75 per 
cent of the total SEZ area as a pure 
play real estate venture. It was to 
preclude precisely such a possibility 
and to plug the resulting leakage of 
revenues—SEZ promoters will re- 
ceive tax and other incentives worth 
Rs 93,900 crore over the next four 
years—that the Finance Ministry 
had wanted 75 per cent of each SEZ 
to be set aside for the core purpose 
for which they are approved (read: 
the processing area has to be 75 per 
cent). The EGoM decision, therefore, 
is also seen as a decisive victory for 
the builders’ lobby which had been 
pushing for these concessions. 

The Commerce Ministry down- 
plays its stand-off with the Finance 
Ministry. “All differences have been 


sorted,” says Gopal Krishna Pillai, 
Special Secretary in charge of SEZs in 
the Commerce Ministry. Commerce 
Minister Kamal Nath is confident 
that the SEZs will attract investments 
of Rs 1,00,000 crore over the next 
three years. Currently, 15 func- 
tioning SEZs (with an average size of 
200 acres each) have attracted pri- 
vate investment of about Rs 2,200 
crore and provide employment to 
about 1.1 lakh people. 

But critics say SEZs are just a 
front for a real estate scam made 
more juicy by enormous tax arbi- 
trage opportunities. “In many states, 
farmers are being asked to surrender 
their lands at Rs 300 per square 
yard,” says Rajendra Ravi, Convener 
of National Alliance of People’s 
Movement, which is fighting for 
the rights of people displaced by 
mega-projects without adequate 
compensation. “Once these lands 
come to developers, their prices 
begin to rise exponentially,” he adds. 

There is merit in this statement. 
“Promoters will have to develop 
SEZs within three years from the 
date of final approval; but we can’t 
take any action if they don’t. It’s 
their land, so they’re free to do 
whatever they want with it. But, in 
such cases, they will not get any 
tax benefits,” says Pillai. And what 
about the cheap land they receive 
from various state governments and 
the tax incentives they avail of dur- 
ing these three years? No answers 
are forthcoming. 

India Inc is aware of this 
potential for misuse. “While ap- 
proving SEZ projects, care should 
be taken to screen out those that 
only want to avail of tax benefits 
rather than create quality infra- 
structure and boost exports,” says 
Amit Mitra, Secretary General, 
Federation of Indian Chambers of 
Commerce and Industry (FICCI). 

Will that happen? If the imme- 
diate past is a pointer to the future, 
then there’s little reason for optimism. 
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ไป น |» | — — JKTyre - About the Company 


JK Organization's flagship company, JK Tyre, is the country's leading four-wheeler tyre manufacturer, and the 18th 
largest tyre manufacturer in the world. Set up in 1977, foreseeing the advent of an automotive revolution in the country, 
JK Tyre was set up in technical collaboration with General Tyre International Co, USA. There has been no looking back 
since then, with JK Tyre racing ahead year after year, registering growth rates of over double that of the industry average. 


CORE COMPETENCE 


With a turnover of over Rs 2400 crores, 
JK Tyre today rubs shoulders with the 
'best of the best' players across the globe. 
The company presently has four plants, 
with a combined capacity of 7.2 million 
tyres per annum, strategically located at 
Kankroli (near Udaipur, Rajasthan), 
Banmore (near Gwalior, MP) and two at 
Mysore (Karnataka), to cater across the 
country. As the pioneers of radial 
technology in India, JK Tyre unleashed 
the radial revolution in the Truck and the 
Bus segments. 





Banmore Tyre Plant, Gwalior 


AWARDS & RECOGNITION 


Over the years, JK Tyre has achieved innumerable feats 
including top honours such as "The Brand Equity Award", 
“Rajiv Gandhi National Quality Award 2001", “Cll-Exim Bank 
Award", “KM Philip Award", and several others. JK Tyre is 
India's first tyre "Superbrand". It has also been ranked highest 
in customer satisfaction by the J.D. Power Asia Pacific 2005 Tyre 
Customer Satisfaction Index (TCSI) Study. 


s INTELLECTUAL STRENGTH 


The company has a strong intellectual capital with operations 
steered by an eminent industrial & business leader Shri Raghupati 
Singhania as Vice Chairman & Managing Director. His illustrious 
career is studded with very prestigious & strategic involvement 
and association with leading apex bodies like National Council 
of Confederation of Indian Industry (CII), PHD Chamber of 
Commerce and Industry (PHDCCI), ASSOCHAM, Indo-American 
Chamber of Commerce (IACC) and Automotive Tyre 
Manufacturers Association (ATMA). Recently, Mr. Singhania was 





ec ` 


Shri Raghupati Singhania, Vice Chairman & Managing Director, J.K. Industries Ltd., 
awarded Honorary Degree, Doctorate of Science by Her Excellency, Smt. Pratibha 
Patil, Governer of Rajasthan 

also awarded Honorary Degree, Doctorate of Science by Her 


Excellency, Smt. Pratibha Patil, Governor of Rajasthan. 


ASSOCIATION WITH MOTORSPORTS 


JK Tyre has been also instrumental in bringing the world's 
most watched sport - motorsports, on the Indian map. At a time 
when the sport was considered a rich man's game, JK Tyre 
made significant contributions to bring the game to the 
common man by bringing the costs down. Now, one can kart 
for 45 minutes at around Rs 100 — even a movie ticket costs 


more than that at a premium cinema hall. 





The company blueprinted and implemented a programme 
to discover, train and promote budding Indian driving talent, 
and the years of sustained support and training has brought 
its share of pioneering feats to India. Today, the nation takes 
pride in the JK prodigies such as Narain Karthikeyan, 
Karun Chandhok, Hari Singh and Armaan Ebrahim. 


100% on JK Tyre. 
100% in control. 


Maruti Suzuki SWIFT rides only on JK Tyre. 


Indian Car of the Year 
Maruti Suzuki swier was 
launched on JK Tyre. 
Simply because JK Tyre 


keeps you in total control. 
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NOTIONAL WORTH, 


REAL MONE 


They've made millions, even billions for their shareholders 
and themselves. And here's how (and where) India’s 
tech-billionaires are investing their money. vexxaresi1a sasu 


NDIA'S TECH-BILLIONAIRES ARE MORE THAN WILLING TO SPEAK ABOUT 
their companies but ask them about their investments and the res- 
ponses range from an outright refusal to talk or meet (as was the 
case with Wipro's Chairman Azim Premji, Mphasis’ Chairman Jerry 
Rao, and Satyam's Chairman Ramalinga Raju) to statements 
about investing philosophy (Shiv Nadar and Nandan Nilekani). Yet, 
there is no denying the fact that these men, all rich—from unbe- 
lievably-so to fairly-well-off on the scale as the numbers on this page 
will show—because of their holdings in their companies, some of India’s 
best-known IT firms, have money to spare. There’s the income they 
derive from dividend, and some of them are not averse to selling stock and 
using the proceeds to fund charities or simply diversify their portfolio or 
both. For instance, when EDs acquired Mphasis earlier this year Rao made 
Rs 38 crore by selling 1.875 million shares of the 6.4 million he owned 
then. And Nilekani earned around Rs 70 crore and Rs 320 crore by sell- 
ing stock during Infosys’ first and second sponsored ADs issues (in 
2003 and 2005) respectively. Selling stock to diversify may not be a bad 
idea: Microsoft Chairman Bill Gates does it and his money, managed by 
his personal investment manager Michael Larson, has only grown (bet- 
ween 1999 and 2004, for instance, Gates diluted his stake in Microsoft 
by almost 8 per cent, gave away almost $4 billion a year to charity, yet 
saw his net worth and that of the Bill & Melinda Gates Foundation grow 
to $73 billion or Rs 328,500 crore; if he had not sold any stock, his net 
worth would have fallen from $76 billion to $50 billion). Not all of 
India’s tech-billionaires would agree. Wipro’s Premji, for instance, is as 
conservative with his investments as he is with his spending (only recently 
did he upgrade his Ford Escort for a Toyota Corolla) and continues to 
hold a 82 per cent stake in Wipro. Still, there are lessons to be learnt from 
the investing philosophies of the men who have created more shareholder 
wealth than anyone would have imagined. 


RAMALINGA RAJU B 


SATYAM COMPUTER 
NET WORTH" 


Rs 2,798 Cr 


Total income derived from dividend (in Rs crore) ^ 
MAR-06 MAR-05 MAR-04 


32 25 22 


* Assuming that the holding is unchanged since 
31, March 2006. The holding of Azim Premji 
(116 crore shares) includes his individual hold- 
ing as well as that through group companies; 
The holding of Nanadan Nilekani (93.8 lakh 
shares) also includes the holding of his wife 
Rohini Nilekani; The holding of Ramalinga Raju 
(4.45 crore shares) includes total promoter 
holding; In Shiv Nadar's case (22.2 crore shares 
in HCL Tech and 9.2 crore shares in HCL 
Infosystems) the holding is through HCL 
Corporation, HCL Holdings, AKM system and 
Apollo Trading & Finance and the holding of 
Jerry Rao (63.8 lakh shares) is his individual 
holding. The net worth is derived by multiplying 
the total number of shares with the stock price. 
The stock price is as on 7 June 2006. 

^ The dividend income is derived by multiply- 
ing the dividend declared during the year with 
the total number of shares held as on March 31 
of the corresponding year. 


Source: BSE & CMIE 








AZIM PREMJI 


NET WORTH* 
SHIV NADAR Rs Cr NANDAN NILEKANI 
NET WORTH" Total income derived from dividend (in Rs crore) ^ NET WORTH” 
(r MAR-06 MAR-05 MAR-04 R 6 C r 
Total income derived from dividend (in Rs crore) ^ 80 222 365 Total income derived from dividend (in Rs crore) ^ 
MAR-06 MAR-05 MAR-04 MAR-06 MAR-05 MAR-04 
322 3/0 232 42 I] 33 


MONEY POWER: Forget net worth, 
even the dividend incomes ol these CEOs 
would match the corpus of a small mutual fund 
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WHERE DOES INDIA'S 
RICHEST MAN INVEST? 


In equity, but he believes in passive play. 





LL BANGALORE, AND MOST PEOPLE-IN-THE- a lot of hiring for Wipro was the firm—and it 
know in other large cities in the country are g- went about the task scientifically, scouring 
aware that Azim Premji's personal finances พ a lists of equity analysts and fund managers 
are managed by a former DSP Merrill Lynch and looking at their track record. Premji, 
pro called Mrunmay Das who, a little Googling the story goes, was unhappy with the per- 
reveals, is a former Ranji cricketer (Orissa). The formance of some, the investing philosophy of 
| Chairman of Wipro does not like to speak about still others, and the salary-expectations of still 
his personal investments. Nor, understand- others. Till Das, an alumnus of the Goa Institute 
ably, does Das. However, there's enough of Management (before psp he had worked with 
data available in the public BNP Paribas) came on the scene. 
domain—companies have to That Premji takes his investments seri- 
declare the names of all share- ously (which is definitely the best way to 
holders who hold more than a handle them) is evident. Das will soon be 
one per cent stake—and working out of an office being readied for 
enough buzz in Bangalore to him in Premji's house in Sarjapur (the 
derive a broad understand- Wipro corporate office, the Azim Premji 
ing of the investing philoso- Foundation, and the Chairman's house 
phy of one of India's richest are all located in close proximity to 
men and garner some details each other). Das, a look at the holdings 
of what Das is up to. of Premji in excess of one per cent in 
Premji appears to have other companies reveals, is already 
made up his mind to hire a beginning to churn the portfolio. He 
personal investment man- seems bullish on old economy sec- 
ager—Das is designated Chief tors—Jindal Drilling and Industries 
Investment Officer, Azim and Gujarat NRE Coke are in—and 
Premji Investments (P) Ltd— does not seem averse to a conserva- 
between a year and 18 months tive pharma and crop sciences play 
ago. Until then, and till the (Premji's investments in firms such as 
time Das came on board on Monsanto and Novartis have inc- 
September last, his money was reased). The buzz in Bangalore is 
managed by portfolio managers that Das is looking to build a small 
and wealth managers attached to team of analysts that can help him 
large financial services firms. A | track and understand sectors such as 
multinational head-hunting firm As T1 manufacturing. 
was assigned the task—the buzz So, what is Premji's investment phi- 
is that Stanton Chase, which does losophy? The man is said to prefer 
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LEARNINGS FOR INVESTORS DEEPAK G. PAWAR 
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AZIM PREMJI'S INVESTMENTS* 


ON MARCH 31, 2006 
COMPANY HOLDING ADJUSTED VALUE OF 


(IN PER CENT) CLOSING PRICE THE HOLDING 


(31-MARCH-06) (in Rs Crore) 





Aventis Pharma 1.03 1,967.8 46.81 
Fulford (india) 1.97 670.25 4.22 
Gujarat N R E Coke 1.96 98.65 19.24 
Himatsingka Seide 3.37 166.25 54.58 
Jindal Drilling & Ind. 1.17 310 3.27 
Merck 1.58 583.7 15.53 
Monsanto India 1.83 1,876.95 29.67 
Novartis India 3.08 588.65 58.0 
Pfizer 1.55 1,174.25 54.34 
Rallis India 2.63 329.6 10.40 
Today's Writing Products 3.9 7] 3.85 


United Phosphorus 1.2 261.35 58.53 


TOTAL 398.45 


ON DECEMBER 31, 2005 





COMPANY HOLDING ADJUSTED VALUE OF 
(IN PER CENT) CLOSING PRICE THE HOLDING 
(31-DEC-05) (in Rs Crore) 
Aventis Pharma 1.04 1,655.7 39.59 
Bayer Cropscience 1.1 241.1 10.48 
CMC 1.48 476.9 10.67 
Fulford (India) 1.6 650.25 3.33 


Himatsingka Seide 3.37 139.9 45.93 
LIC Housing Finance 1.07 196.95 17.91 


Merck 1.58 520.2 13.84 
Monsanto India 1.72 1,919.75 28.52 

Novartis India 2.34 989.65 44.14 

Rallis India 2.63 421.7 13.31 

United Phosphorus 1.3 240.05 53.76 

TOTAL 281.46 

Source: CMIE * Does not include his holdings below 1 per cent 


investments that are long-term and help him diversify 
his portfolio. He is also said to be very keen that these 
investments remain passive (which is to mean that he 
doesn't want any part of running these companies). And 
although the focus is on equities now, Premji, the buzz 
in Bangalore goes, will enter such areas as derivatives, 
foreign equity, real estate, the debt and money markets, 
and private equity as and when it is opportune to and 
regulations allow him to do so. 





ONCE RISKY 
TWICE NEVER 


HCL Tech's Shiv Nadar likes taking 
risks in business, not investments. 


declares Shiv Nadar, 60, trying to set the tone 

of his interview. It’s easy to agree with the 
first part of his claim. In just 30 years, this one- 
time systems analyst has built a tech empire that 
spans hardware to IT services to BPO, and that at 
last count had $2.7 billion (Rs 12,150 crore) in 
revenues, more than 30,000 employees, and Rs 
16,625 crore in combined market value (June 7). 
If it’s hard to agree with the other part of his 
statement, it's because Nadar, Chairman & CEO 
of HCL Technologies, is worth upwards of Rs 
11,000 crore (Forbes estimates his wealth at $4 
billion, or Rs 18,000 crore) and 
over the last three years alone 
has earned Rs 924 crore in 
dividend income. His hold- 
ing company HCL Corpo- 
ration owns about 70 per cent 
in HCL Tech and 45 per cent 
in HCL Infosystems, the 
hardware company. So 
that’s a lot of inv- 
estible surplus, 
even if you dri- 
ve around in a 
top-end Mer- 
cedes (a Rolls 
Royce has be- 
en ordered, 
too) and have 
houses in De- 
lhi’s upscale 
New Friends 
colony and 
California’s 
swish Portola 
Valley. 


หิ AN ENTREPRENEUR, NOT AN INVESTOR," 
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LEARNINGS โศก ศ SIE SS 
8 Don't expose your investment to multiple risks 


B Set clear investment objectives and exposure limits 
พ Do not chase unrealistic returns on investment 
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But more than the quantum of Nadar's per- 
sonal investments, it is his stark investment philos- 
ophy that sets him apart from other tech billionaires 
like Wipro's Azim Premji. For instance, Nadar, 
whose personal money is managed by a team of pro- 
fessionals at HCL Corporation, doesn't invest in 
equity, real estate, or even gold. There are just 
two asset categories that hog his wealth: Debt 
instruments and, to a smaller extent, private equity. 
Why is a man who built his fortune on smart risk- 
taking such a conservative investor? *The principle 
we follow is that this is money that has seen business 
risks, earned out of those risks and paid tax, and if 
you are going to put it back into stock risk that you 
don't even control, then it's not the right asset 
class," explains Nadar, whose investment idol is 
Warren Buffet. Nadar doesn't take the credit for this 
interesting investment approach. He says he 
obtained this perspective from some of the best 
brains on Wall Street and only that "it appealed to 
me". His investments returned a little over 6 per 
cent last year, but he isn't complaining. 

That shouldn't be surprising at all, given his 
conservative upbringing. Nadar was born into a 
family of eight, and his father, Sri Sivasubramaniya 
Nadar, was a district judge and, hence, a man of lim- 
ited means. *The kind of freedom we had with 
money was limited," says Nadar. That's something 
he's taught his only child, 24-year-old Roshni, who 
was never given any monthly allowance, but all- 
owed to buy whatever she wanted. *Pocket money 
can lead to wrong (habits). Luckily for us, she grew 
up with limited wants," he says. 

The ‘investment’ closest to Nadar's heart, 
though, has nothing to do with money markets. It 
is education. About five years ago he set up the SSN 
College of Engineering in memory of his father. The 
institute, built on a 250-acre campus on Chennai's 
Old Mahabalipuram road, cost Rs 200 crore, but 
another Rs 300 crore is to be spent on turning it 
into a university. That apart, Nadar plans to 
build a similar institute in either Uttar 
Pradesh or Haryana at a budget of Rs 
500 crore. *One day, all of us will go, so 
you'd better leave some good things 
behind," he says. It's an investment 
approach you can't argue with. 

R. SRIDHARAN 
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PASSIVE PLAYER 


Infosys’ Nandan Nilekani prefers to let 
the specialists do their job and does his. 


N THE EARLY 1990s, SOON AFTER INFOSYS MADE AN 
initial public offering, Nandan Mohan Nilekani, 
one of the company’s founders and now its 
president, CEO, and Managing Director, is reported 
to have made a substantial investment in the IPO of 
Morgan Stanley's first Indian mutual fund, a 
growth one. The fund, which now boasts a NAV 
(net asset value) of Rs 36.14, spent much of the 
1990s quoting under par. That, and Infosys’ own 
experience with stocks (the company had to write 
off its investment play in the mid-1990s and its 
directors admitted that this was beyond their ken), 
may have played a role in shaping Nilekani's cur- 
rent approach to investment about which he is will- 
ing to speak only in the most general terms. “I am 
a passive investor and have handed over my liquid 
assets to a money manager who makes the 
investment decisions," says Nilekani who has laid 
down just one caveat: to avoid investing in any 
other technology company. He adds that he spends 
just around four hours every quarter reviewing his 
portfolio. The buzz in investing circles is that 
Enam Financial's wealth management wing man- 
ages Nilekani's money and that it recently made an 
investment, on his behalf, in Asian Paints. Apart 
from his income from dividends, Nilekani has 
also sold some stock. Nilekani 
and his wife Rohini, who 
holds a 1.69 per cent stake in 
Infosys independently, are 
also big contributors to char- 
ity (the couple recently 
founded Argyam, a charity 
with a corpus of Rs 100 crore). 
Nilekani claims he met with the 
Oracle of Omaha, Warren Buffet, 
during this year's Microsoft 
Summit in Seattle, checked 
his own investing philoso- 
phy with the man, and 
came away satisfied. 















LEARNINGS FOR INVESTORS ' 


@ Wealth and smarts don't translate into investing success 
@ A passive play is best for most investors 
E Leave investing to the specialists 
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everyday life. 











It’s Power Architecture" technology. 
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BACK TO BASICS 


Satyam’s Raju likes to keep it really simple. 






^. 


magazine's request for an interview to 
discuss his investments. However, the 
Chairman of Satyam Computer Services is a 
wealthy man by virtue of his holdings in the 
- company (market capitalisation as on June 8: 
Rs 20,050 crore): 3 per cent of the equity 
singly, 5 per cent with his wife, and 14 
per cent for the extended family. 
Given that the company declared 

a dividend of 300 per cent on à 
share of face value Rs 2 for the 

year 2005-06, that translates 
into a bit. However, Raju, say 
people who know him well, 
= Fie "". does not believe in conven- 


> ®©- tional investment vehicles 


such as equity and debt. He 
i. 5 e fe A s 


"(€ d 
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B» RAMALINGA RAJU DUCKED THIS 


เพ ส VE NTI CT EE 
— A. PRABHAKAR RAO 




















has been pumping money into Maytas, an infrastructure 
firm promoted by the three Raju brothers (Ramalinga 
Raju is 50; his brothers B. Rama Raju and B. 
Suryanarayana Raju are 47 and 45), which actually pre- 
dates Satyam Computer (founded in 1987). Earlier 
known as Satyam Construction, its name was changed 
in the late 1990s (Maytas is merely Satyam spelled 
backwards) when its younger software associate was 
setting the bourses on fire to avoid any sort of con- 
fusion. Investing in an infrastructure firm is not a bad 
idea at a time when the sector is booming. Raju is also 
reported to be a keen investor in land, in and around 
Hyderabad. The continuing demand for land, for 
everything from highways to special economic zones 
to software parks, makes this a safe investment play, the 
only catch being that this strategy calls for a substan- 
tial investible surplus. Then, that's what Raju has. 

E. KUMAR SHARMA 


LEARNINGS FOR INVESTORS 


@ Pick sectors that you understand 
พ Do not invest in something just because others are 
@ Invest in accordance with the size of your corpus 






BOOKS TO BOUQUET 


For Mphasis’ Jerry Rao everything is an opportunity. 


Citibanker turned tech entrepreneur, has been 

widening his investment horizons. This has meant 
investments in a hotel company, a vintner, even the acq- 
uisition of a magazine. In October 2005, Rao 
joined the board of Royal Orchid Hotels , 
even as he picked up an undisclosed stake 
in the company. Royal Orchid runs a chain 
of luxury hospitality properties across the 
country and is backed by Sequoia Capital 
India. While Jerry Rao ref- 4 
used to speak with BT for Md 
this article, Chander K. 
Baljee, the Chairman 4 


M PHASIS CHAIRMAN AND CEO, JERRY RAO, A 


DEEPAK G. PAWAR 















X A private equity play that could maximise his returns., 


of Royal Orchid, had then told this magazine that 
“Jerry’s expertise in finance and rr would help.” Rao, a 
connoisseur of wine, is also believed to be close to 
picking up a significant stake in Grover Vineyards. 
The man is already cultivating grape on some of his sub- 
stantial land holdings and has entered into a long- 
term contract farming arrangement with Grover. 
The vintner is reported to be looking to offload 
nearly a third of its equity. Rao, who has published 
Gemini II, a volume of poetry, also recently acquired 
the literary journal Indian Review of Books. Given his 
experience in banking, Rao is certain to have a well div- 
ersified portfolio (of which nothing is known), but it is 


LEARNINGS FOR INVESTORS 

พ Diversify your portfolio to reduce risks 

W Leverage your interests into related investments 
W Pick sectors that gain from economic growth 





ADDITIONAL REPORTING 
BY MAHESH NAYAK 
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A TOWN 





THAT WIPRO MADE 





Amalner 


Maharashtra 





The journey from vanaspati to equity is a strange, sublime, 
and rewarding one, as residents of Amalner, a small-town 
in Maharashtra, have discovered. บ ร ห น ง ง mitra 


T FIRST SIGHT, THERE'S NOTHING REMARKABLE 
about Amalner. It is a small dusty town (pop: 
100,000) in a country that has more than a fair 
share of small dusty towns. It lies 350 km 
north-east of Mumbai and 300 km north of 
Pune, but although it is on the main railway line 
headed east from Mumbai, no fast trains stop here. The 
nearest national highway is 35 km away and Amalner 
does not have an airport (the nearest airport is 190 km 
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1 
Wipro factory, circa 
SMOKESTACK WEALTH: Tht 
is Amalner's largest ind ; 





945, was and 
establishment 


away). There is nothing to say that this town is special: 
no visible signs of prosperity such as a profusion of 
Mercedes Benzs (come to think of it, Amalner doesn’t 
have too many cars) or luxurious homesteads. Fine, the 
local branch of State Bank of India has a spanking 
new Automated Teller Machine, but ATMs are now a 
fairly common sight in India, even in towns like 
Amalner. All of which is surprising, because Amalner is 
a very special little town. 


germ Rp PE FRETUM Tn 





T uar 


It is special because it has a lot of rich people—not 
people who have become rich from agriculture or 
industry, but from equity. And the town and its people 
have one man to thank for it. 

The man was Mohammad Hussain Premji and in 

1945 he founded Western India Vegetable Products 
Limited in Amalner and put down a factory to manu- 
facture vanaspati, a kind of cooking grease. The factory 
wasn't a big one (its capacity was a few tonnes a day), 
but the townspeople believed in it. Some of them 
were given shares in the company by Mohammad 
Seth (as they refer to him even today). Some others like 
tobacconist Massom Shaikh bought some shares because 
Mohammad Seth was a customer. In all, according to 
some estimates, around 500 of the town's inhabitants, 
either bought shares or were issued them. 

Western India Vegetable Products Limited was to 
become Western India Products and eventually Wipro. 
And while it might be more famous for its software busi- 
ness, Wipro still makes vanaspati (and now toilet soap 
too) at Amalner. It's most famous product as far as the 
town is concerned, however, is millionaires. 


Equitable Growth 


The thing about equity is that no other asset class 
can match it, in terms of growth, over the long-term. 
The five shares (face value: Rs 100) that Masoom 
Sheikh bought in 1949 have become 350,000 (face 
value: Rs 2) today. The original Rs 500 
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investment is now worth around Rs 15 crore. Yet, 
Shaikh's family (the man himself is dead) hasn't moved 
out of its house in a crowded lane, does not own a car. 
and one son works at the Wipro plant at a salary of Rs 
9,000 a month. *We had to sell some shares to reno- 
vate the house, but we do not touch them now." says 
Manzoor Shaikh, another son who adds that the fam- 
ily now lives off the dividend (over Rs 10 lakh in 
2005-06). “We are grateful that Azim Seth (Premji) has 
taken the company where he has.” Azim Premji hasn’t 
visited Amalner, where he spent some part of his 
childhood, for over a decade. 

Buoyed by the performance of their Wipro shares, 
some five years ago, the Shaikhs bought a few hundred 
Infosys shares. “If one flower smells so nice, you make 
a garland out of similar flowers,” says Manzoor Shaikh, 
explaining the logic behind the buy. Ironically, this fam- 
ily that believes in rr doesn't have a pc at home. 

Several families from the town, all early investors in 
Wipro, have moved out and on, but the appreciation in 
net worth they have seen, and the returns they earn 
(through dividend) has inspired other Amalner residents 
to look at equity. Not surprisingly, this town of 
100,000 boasts three trading stations, an estimated 

5,000 demat accounts and, at last count, at least 1,000 
investors who own over 10,000 shares of several com- 
panies. The preferred sectors: rr and fast moving con- 
sumer goods, both of which can be eas- 
ily explained using the Wipro connec- 
tion. Satish Khanderia, who runs online 
brokerage ShareKhan's trading terminal 
eer 4 in town, and is a former Wipro emp- 
2 loyee, believes that Amalner's residents 
| | , are not traders but investors in the 
3 true sense of the word. “This is not a 
| © historical day-trading town, even tho- 
ugh with the internet some people 
are doing that," he says. *(These) peo- 
ple are long-term investors". Indeed, 
one popular saying at Amalner is that 
if you buy 10 shares of Wipro the day 
your child is born, it will earn enough 
over the years to pay for the child's 
higher education or marriage. 
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The Equity Bug 

Most of the town's residents and almost all of the 400 
Wipro employees based here have been bitten by the 
equity bug. N.K. Salati, Works Manager at the Wipro 
factory, has been in Amalner since 1977 and started 
investing in stocks when he saw that most of his 
seniors and several of his juniors in the company were 
doing the same. “I am what you'd call a long-term 
investor," he says half-apologetically, *and because 
this factory makes soap, you could say that I und- 
erstand the FMCG sector." Salati has invested in some 
FMCG stocks as indeed have most other investors in 
Amalner. Hindustan Lever Limited and Colgate 
Palmolive are referred to almost fondly by some 
residents. *You have to remember that other than the 
factory, this town doesn't have much going for it," 
adds Umesh Anand, a former manager at Wipro's 
Amalner factory who now lives in Pune, proffering 
another reason for the equity culture in town. 
Another long-time resident and investor Harshad 
Joshi believes that Amalner's people have sworn off 
mutual funds after a bad experience or two in the 
1990s. “How do I know what fund managers do 
with my money?" he asks. *I would rather invest 
it myself." 

That may be easy to do in this age of online 
trading and instant access, but Amalner's residents 
weren't always on the grid. Information would 
come from the day's papers which would reach 
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Amalner in the afternoon. “Some of us would gather 
for a chat in the evening and decide where to put our 
money,” says Sunil Maheshwari, who is believed 
to be Amalner’s first broker. “We have always fol- 
lowed one guideline,” he adds. “We invest only in 
reputable companies; if we are lucky we get allot- 
ments during the public offering and if we do not, we 
buy from the secondary market.” 


Diversifying Risk 
Savvy investors that they are, Amalner’s residents are 
also diversifying into other asset classes. One such is 
commodities. Khanderia recently invested in user- 
accounts for NCDEX and MCX, India’s largest com- 
modity exchanges. “Some of my customers are mov- 
ing towards commodities,” he says. “There are some 
people here who have made a lot of money during the 
recent run on commodities.” And with stock prices 
soaring, some Amalner residents have overcome the 
town's distaste for mutual funds and invested in them. 
On the day this writer was visiting (June 7) the 
BSE Sensex plummeted by 200 points, but the mood 
at Amalner was far from somber, although 
Khanderia claims that the small crowd that used to 
stand outside his office and cheer the market's 
march to 12,000 and beyond has disappeared. 
“Most of us are long-term investors," smiles Anand, 
offering an explanation. *With splits, bonuses, and 
dividends, you make money." That's a sound strat- 
egy for these volatile times. 8i 
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bt Infosys 


INFOSYS@725: 25 THINGS | 
You Still Didn't Know About Infosys 


R. SUKUMAR 


N JULY 2, 2006, INFOSYS TECHNOLOGIES WILL TURN 25. THAT'S NOT A SIGNIFICANT AGE FOR A COMPANY; SEVERAL 
Indian companies are older. In these 25 years, however, Infosys has set new standards in governance and 
wealth creation (both for employee and shareholders) and turned an entire industry on its head (global 
delivery as opposed to offshoring). Despite the rash of publicity the company receives, however, there are 
still things about it that are little-known. Here are 25 such. 


Infosys wasn't N.R. Narayana Murthy’s first H 4 ร E DO aS 

entrepreneurial venture. That would have to be a Sy : one 

๑ company called Softronics, an IT consulting firm 

that Murthy founded in Pune in 1976. He wound it up 

(when he realised that focusing on the domestic market 

wouldn’t take the firm anywhere) and signed up to 
head Patni’s software business. 


| 


Murthy is employee # 4, not employee number # 1 

at Infosys. Although he resigned on December 29, 

๑ 1980, the day he decided to start Infosys, Murthy 

did not join Infosys, which was incorporated on July 2, 

1981, until 18, March 1982. He had promised Ashok 

Patni that he would complete two projects and it took 

him that long to do that. “I must have served the 

longest notice period in the history of corporate India," 

laughs Murthy. P.S: N.S. Raghavan was employee # 1 

P.P.S: Infosys doesn't repeat employee numbers; today, 

the number for fresh employees in the software business 
is well into the 60,0005. 





Nandan Nilekani decided to become an entre- A 
preneur a few days before his marriage. Nilekani | , 

* was to get married in the first week of January, | ๕ 2 จ จ 
1981. In late December 1980, when Murthy and de ชู ณ์ ว 
Raghavan told him of their plan to quit and start ล f 
company he cast in his lot with them. | pr TM 


UT | T . 
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Infosys has seven founders, not six. The names of 

the six are well known: apart from the three 

๑ mentioned above, S. ‘Kris’ Gopalakrishnan, S.D. 

Shibulal, and K. Dinesh. The seventh was Ashok Arora. 

However, he left in 1989, in what would later become 
the company's first major ‘point of inflection’. 





Infosys didn’t have a computer in its first two 
years of existence. Even as the company waited for ร — » = 
๑ permission to import a computer it started oper- ^ Where's that: This Jayanahar house was once Infy's office | 
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Heritage space: This building, now called Heritage 
Building, was the first to come up on the campus 







ations as a body shopper in the 
true sense of the word. The com- 
puter came later, and the global 
delivery model much later, al- 
though, documents show that the 
company had started speaking of 
this trend as way back as in 1993. 


Murthy was (and could well 

be) one of the best software en- 

gineers ever produced by India. 
At least two of Infosys’ early recruits— 
both have left the company now; one 
runs a software products firm, and 
the other is a consultant— speak highly 
of Murthy’s technical capabilities, some- 
thing that is all but forgotten today by 
most people. “As long as computers continue to be 
based on the Von Neumann architecture,” says D.N. 
Prahlad, Founder and Managing Director, Surya 
Software Systems, and a former Infosys employee (he 





Three founders: (from left) Dinesh, Raghavan, and Arora 





Future city: The same Electronics City now houses several dozen 
other buildings, like the one shown here 


@ Work: Dinesh and Nilekani coding (left) 
and some of the founders in the US 


left in mid-1998 when he was heading one of 
the company's business units), *Murthy will 
probably be on top of systems and software." 


Sharad Hegde was Infosys’ 

first non-founder employee. 

A former Patni employee, 
Hegde was Infosys’ tech-guru in 
its early years. He left the com- 
pany only in the early 2000s and is 
currently working on setting up 
a golf resort near Bangalore. His 
wife, Anu, who left the company 

in the early 1990s, was an expert in quality and 
processes. The two met in Infosys and were Infosys’ 
first ‘office romance’, 


Infosys’ early recipe for success would now be 
considered a radical innovation in the software 
industry: zero-defect code. Murthy, one early em- 
ployee recalls, was obsessed with zero-defect code. Even 
today, the accepted way to code is to write software. 
then debug it. Murthy would have none of that. In the 
company’s early years, Murthy and Dinesh and Shibulal 
and Kris taught recruits how to write code without errors. 


One of Infosys’ early go-to-market vehicles was a 
joint venture with KSA, KSA-Infosys. And Kris, 
who spent much of the 1980s in the us, was 
Infosys’ face in the Jv. The joint venture collapsed in 1989. 


Infosys almost wound up in 1989. “Our 
peers had cars and houses,” recalls Kris ref- 
erring to one reason for what he calls “a 
major introspection” that happened in 1989. “And we 
had nothing.” “The jv with KSA collapsed in that 


| bt Infosys 


year," remembers Dinesh. Arora, too, decided to leave 
that year. Murthy asked his co-founders whether they 
wanted out. They did. He offered to buy them out. "At 
which point,” says Dinesh, we said, “We thought you 
wanted out too'." They decided to stick it out. 


success to its sup- 
eerior planning 
process. Well, this started 
in 1989. “It wasn't any- 
where near as sophisti- 
cated as what we do now,” 
says Nandan, “but it 
started then.” The first plan 
gave the founders who had 
just come off a gut-wrench- 
ing discussion on whether 
to wind up or not, several imm- 
ediate objectives. The first was 
the decision to build a campus 
(... “and spend more on it than 
our turnover then,” says Murthy). 
The second was the decision to 
make an initial public offering. 


Manmohan Singh facili- 

12 tated Infosys’ IPO. Infosys 

è wanted to issue its shares at a premium. Until 

the early 1990s, issue-pricing was decided by the Con- 

troller of Capital Issues. The cci decided that Infosys 

could make an issue at a premium of Re 1 (issue price: 

Rs 11). The company demurred. Then, Singh abolished 

the post of cci in the first wave of economic reforms 

and Infosys went ahead with an issue (in February 
1993) at a premium of Rs 86 (issue price: Rs 96). 


] ] Most people attribute Infosys’ 


most brokers thought the company was just 

๑ another fly-by-night operator in the 1990s. A 
consultant involved in the IPO remembers that when he 
spoke to a few brokers in Mumbai about the issue, the 
unanimous response was that since an unknown com- 
pany was trying to make an IPO at a premium “its pro- 
moters were certain to be thieves." *I knew things had 
changed when a few months after the issue, one of 
those same brokers called me up and asked whether | 
could arrange a meeting for him with the promoters." 


] 4 Infosys’ promoters are rich today because 


13 The market may love Infosys today, but 


of a decision they took early in the com- 

๑ pany’s existence. “We decided that we would 

pay dividends from day one, pay taxes on the dividend 
we received, and re-invest the entire sum as equity in 
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Foundation series: (Above, from left), Nilekani, 
Kris, Murthy, Raghavan, Dinesh, and Shibu; (Left), 
Kumari Shibulal, Rohini Nilekani and Sudha Murthy 


the business,” says Murthy. 


The Infosys PO almost de- 
volved. Murthy claims that 


e the issue was subscribed 
1.06 times, and it was, but fact is, it 
almost didn't go through. 
Eventually Vallabh Bhansali's Enam 
Financial Consultants, the lead 
manager (along with spi Capital 
Markets), had to push it through. 


Well, some of them did. Nilekani was a quiz- 

๑ zer in college and was part of an informal 
group that would meet and quiz in Bangalore. One 
member remembers that Nilekani came to a meeting 
with a battered attaché case, pulled out some IPO forms, 
and tried to interest them in the offering. “I did invest 
in Infosys,” says the man, “and never had cause to regret 
it." Nilekani also remembers visiting some of his IIT 
batchmates working in Mumbai “with the same battered 
attaché case" and trying to interest them in some shares. 


] 7 If there's a photographic history of the early 
^ 


] 6 Nilekani's quiz-club members struck it rich. 


vears of Infosys, Shibulal is the man to thank 

for that. *I was always interested in photog- 
raphy," says Shibulal, Director and Head, Worldwide 
Customer Sales & Delivery, “and in collecting 
photographs." For some time in the 1990s, Shibu, as 
he is known within the company, left Infosys to work 
for Sun Microsystems in the us. The official 
version is that he did that to acquire some perspective 
on how a large technology company works and that it 
was always clear that he would return to Infosys. 


the latter was actually senior to the former at 
* one point in time. Nilekani, most Infoscions 


] t Nilekani may be CEO today and Kris coo, but 

















and Exfoscions agree, was always the big-picture man 
at the company. *It was Kris himself who suggested in 
the 1990s that Nandan could be given a larger role and 
that he wouldn't have a problem with it,” says Murthy. 


The real reason for the GE-business falling 
through in 1994: Murthy wanted the Indian 
* software industry to stick to its guns; it did- 
n't . In 1994, Infosys said it would no longer be doing 
work for GE, thereby closing the door on a business that 
then accounted for almost a third of its revenues. 
The reason had to do with GE’s decision to ask for a re- 
duction in billing rates. Murthy met with the heads of 
the other major Indian software firms then working for 
GE and suggested that if they all refused to work on the 
lower rate, the company would have no option but to 
give them a fair deal. The CEO of one company didn't 
agree and Infosys ended up being the only 
company to opt out of doing business for GE. 


fondly: the retailer agreed to what was 
* then a record billing-rate. The first major 
customer Infosys signed on after refusing the GE 
business was Nordstrom, and at a far higher billing- 
rate. Not surprisingly, one of Nordstrom's senior ex- 
ecutives was a honoured guest when Infosys show- 
cased its Electronics City campus to the world in 
1994. One individual present on the occasion re- 
members that the CEO of a large rival software firm 
based in Bangalore and his 
deputy were keen to meet 
with the man, but that 
Phaneesh Murthy, the man 
who had signed the deal for 
Infosys, kept them at bay. 


? () Infosys has reason to remember Nordstrom 


Mohandas Pai 

works for Infosys 

* because he asked 
difficult questions at a share- 
Empire builders: (Right) a 


recent picture of Murthy and 
Nilekani; the campus (below) 
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holder meeting. Give me any annual report and | 
can analyse it threadbare in minutes," says Pai, who, at 
the time he posed the questions, was working at 
Prakash Leasing, Bangalore. Murthy and Nilekani 
decided that Pai would be a good resource; he signed 
on as a consultant initially. P.S: Pai has been reading 
annual reports since the age of 15. 


Most people in Infosys saw Phaneesh as 
Murthy's successor in the late 1990s and 

* the early 2000s. Murthy, most Infoscions 

(as employees are known; former employees are 
called Exfoscions) admit, was inordinately fond of 
Pai and Phaneesh simply because he thought their 
performance extraordinary. Given Phaneesh's age 
(he is now 44) and his profile (he was head of sales 
and was responsible for helping the company 
grow from a $10 million one to a $700 million 
one between 1992 and 2002) most people within 
the company saw him as Murthy's successor. 
Then, the sexual harassment suit (circa 2002, 
when a former Infosys employee in the us, Reka 
Maximovitch, alleged that she had been harassed 
by Phaneesh) happened, and Phaneesh had to 


leave the company. 


? 3 Infosys picked Nations Banc Montgomery 


Securities as lead manager for its 1999 
®NASDAQ listing because ... The firm, one 
individual in the know claims, was the only one of 
around 10 i-banks that pitched for the busi- 
ness to acknowledge that the company’s services- 
play was a good thing. All the others harped on 
the importance of products. 


Surprise: Infosys itself thought it 

would have to necessarily have a 

* product play. For much of the 1990s 

Infosys projected that between 30 per cent 

and 40 per cent of its revenues would come 
from products. 


The NASDAQ issue almost didn't 
happen. Everyone was working 
* hard in the run-up to Infosys’ 
IPO on NASDAQ and two departments (one 
of which was Pai’s finance) squabbled 
over something. Murthy was willing to call 
off the issue if it meant this would be the impact of 
growth and success on the company’s culture. 
Pai admits that “... around the time of the 
IPO, there was an event where Murthy had to 
choose between me and the company and he 
chose the company." 8i 
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DEARER OIL 
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WTH? 


Not in the short term. But there’s no doubt that India must find 
ways to insulate itself from future shocks. The question is, how? 


BALAJI CHANDRAMOULI AND MAHESH NAYAK 


T IS A MOOT POINT IF THE 
government's decision to hike 
fuel prices was well-timed or 
ill-timed, but what's not in 
debate is its inevitability. With 
global crude prices soaring, but 
Indian oil marketers being forced to 
hold on to retail prices, taking 
money out of consumers' pocket 
was the only way the government 
could have protected its own 
finances and kept the public sector 
oil companies from drowning in a 
sea of red ink. The question now is, 
will corporate earnings and the 
economy suffer? We'll come to the 


corporate question in a bit, as for 
the economy, some experts already 
expect a 0.35 percentage point 
increase in the rate of inflation in the 
short term, followed later by ล 
higher 0.80 percentage points. 

No prizes for guessing what 
higher inflation and higher interest 
rates (the Reserve Bank of India 
recently announced an unsched- 
uled 25 basis point hike in repo 
rates in a bid to curb inflation) will 
mean for an economy that hopes to 
grow at 8 per cent this year. Softer 
consumer demand and more 
expensive borrowings will give 


SLOW TO CATCH UP 


For obvious reasons, oil price hikes in India have lagged those of global crude. 
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companies the perfect reason not to 
invest and, thus, starve economy 
of growth capital. Although the RBI 
says that it intends to keep the rate 
of inflation between 5 and 5.5 per 
cent, it will be a delicate balanc- 
ing act. The good news: "The rec- 
ent hike in petrol and diesel prices 
is likely to have only a marginal 
impact on prices given the com- 
petitive pressures," says D.K. Pant, 
Fellow, NCAER. 


India's Oil Conundrum 
*The next price hike will not occur 
for the next decade," declared 
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Brent and Oman/Dubai average เก the ratio 


Prices in $/barre! 
of 43:57 up to 2004-05 and 42:58 for 2005-06 onwards, called the Indian basket of crude, 


is used as a proxy for global crude pnces 
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Union Petroleum Minister Murli 
Deora soon after announcing a four- 
rupee hike in price of petrol and 
two-rupee for diesel. Of course, he 
didn't mean a word of it. And that's 
just not because he and his govern 

ment may not be around that long. 
Rather, it is because the measures to 
insulate the consumer from price 
shocks have proved notoriously dit 

ficult to implement. One of th 
major reasons for it is that despite 
repeatedly knocking on the Finance 
Minister’s doors, the Petroleum 
Minister has not been able to sig 
nificantly divert revenues realised 
from the petroleum sector back into 
the sector. Had he been able to do 
so, prices would have been dropping 
by half, thus protecting mass con 
sumption products—petrol, diesel, 
LPG and kerosene—from price hikes 
even if crude oil soared past the 
$100 (Rs 4,500) per barrel mark. 

Scrubbing away at petro-taxes is 
a hard task, since (at Rs 3,65,875 
crore last year) they account foi 
almost a third of the government's 
total tax collections. Not only is 
the government cash-strapped, but 
It 15 pursuing an increasing num 
ber of social programmes. This 
year's list alone adds up to over 
Rs 50,000 crore. Adding to that is 
the subsidy bill, which is another 
Rs 45.000 crore. By the way, this 
does not include the estimated bur 
den of Rs 42,500 crore that publi 
sector oil companies will have to 
bear notwithstanding the price 
hikes, cut in taxes and issuance of oil 
bonds worth Rs 28,300 crore. 

Is there something the petro 
leum ministry can do despite the 
constraints? À part of the answer lies 
in addressing the disease and not th« 
symptom. The problem began 
around early 2002, when crude 
prices started moving north. Since 

. we import around 70 per cent of 
: our oil needs, exposure to thi 
; vagaries of global oil market was 
inevitable. However, equally much, 
the prospectivity of oil and gas in 
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the country has gone up by leaps 
and bounds, beginning with 
Reliance Industries’ find in 2002 
off the coast of Andhra Pradesh. 
However, the ‘rent’ received by the 
government on oil and gas pro- 
duced in the country (the asset 
belongs to the state and only leased 
to the operator) is around a modest 
Rs 10,000 crore. What holds back a 
higher rent is the prevailing pro- 
duction-sharing contract regime, 
where the oil field operators are 
allowed recovery of costs involved 
in successful exploration ventures. 

Furthermore, the government 
gets ‘profit petroleum’, which is 
only a part of the discovered oil or 
gas, in the form of money. Profit 
petroleum is a key aspect in the 
bidding of oil and gas blocks. 
However, this ‘soft’ system 1s 
designed to attract global players 
in areas where prospectivity remains 
to be established and the risk in the 
exploration business is significantly 


THE CYCLE 
OF HURT 


Dearer oil will hurt 
almost all sectors, 
but in phases. 


IMMEDIATELY 
Ó Cement 

Ó Power 

Ô Metals 

© Automobiles 
Ô Airlines 

) Shipping 


NEXT 3 TO 6 MONTHS 

2 Capital Goods 

Ó Textiles 

ô Chemicals 

Ó Construction & 
Real Estate 

AFTER 6 MONTHS 

Retail 

© FMCG 

© Entertainment 

© Airlines 


© 
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Well, it’s plastic: Companies like LG have upped prices 


THE FOUR MUSKETEERS 


These four products make up 63 per cent of the country’s oil consumption. 





PERIOD PRODUCT PSU SALES PRIVATE FRACTION OF GROWTH 
SALES TOTAL OVER PREVIOUS 
CONSUMPTION YEAR” 
2005-06 LPG 9.98 0.3 8.95 0.60 
Petrol 8.20 0.39 7.48 4.8 
Diesel 36.3 3.8 34.92 1.3 
Kerosene 9.30 4.2 11.76 -0.4 
Figures in million tonnes *Figures in per cent Total consumption: 114.84 


their remuneration is not linked to 
the price of oil (it's called a conces- 
sion agreement). However, in the 
offshore deep waters, where the 
risk is higher, the contract allows for 
profit sharing, linked to the global 
price of crude oil. 

Given the resistance to price 
hikes, Petroleum Minister Deora 
has skilfully negotiated a 'conces- 
sion' from the government—allow 
oil companies to raise prices if crude 
crosses $73 (Rs 3,285) per barrel as 
well as introduce trade parity pric- 
ing. While the first measure is mean- 
ingful if implemented, the second 
measure is not without its share of 
issues. Trade parity is aimed at curb- 
ing the protection to domestic 
refiners, who, according to the gov- 
ernment-appointed Rangarajan 
Committee, enjoy an effective rate 
of protection of around 40 per cent. 
And so arises a case for pruning 
returns to the refiner. However, 
there is a debate on the extent of 
protection—there shouldn't be, 
since it is an arithmetic formula- 
tion. The public sector companies 
argue that several factors have been 
omitted—products like kerosene 
and LPG attract negative protection, 
and states charge taxes that are not 
recovered from the consumer. 

Then, there are issues relating to 
export of petro products (oil com- 
panies want to, government won't 
let them). Evidently, the Petroleum 
Minister has a lot of balancing acts 
to do. Hopefully, his skills at the 
game of bridge will come handy. 


high. While the exploration risk 
has reduced in certain zones of the 
country like the Krishna Godavari 
basin, no modifications have been 
made to improve the government's 
take. Perhaps a cue can be taken 
from our neighbour Pakistan, which 
follows a hybrid model that links the 
‘comfort’ of the contract regime to 
the risk in the exploration business. 
Operators of exploration blocks 
located on land get paid for the 
volume of the crude oil lifted and 
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The Corporate Impact 

The effect of oil price hikes will 
be felt across the board in corporate 
India due to three factors: higher 
transportation costs, hike in fuel- 
related input costs, and dearer raw 
materials such as plastics. Not all 
sectors will feel the pinch immedi- 
ately (see Tbe Cycle Of Hurt), but 
by the end of this year, almost all 
will feel the heat. *On an average, 
there is a 3 per cent increase in cost 
for India Inc.," says Gurunath 
Mudlapur, Managing Director, 
Atherstone Institute of Research. 

Business Today spoke with ana- 
lysts to find out which sectors will 
be the worst hit by the increase in 
fuel prices. They gave us a list of 
four sectors, comprising cement, 
automotive, metal and power. 
Here's a quick look at how each 
of these sectors and the top com- 
panies within them will be affected: 
Cement: It's a double-whammy for 
cement. Not only is the sector 
energy-intensive, it is heavily dep- 
endent on transportation. Analysts 
are concerned that with the mon- 
soons approaching and the govern- 
ment trying to curb cement prices, it 
will be difficult for cement firms 
to pass on the added costs to con- 
sumers. Among the top manufac- 
turers, ACC is expected to fare better 
since its dependence is on domestic 
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coal, but Gujarat Ambuja and 
Ultratech Cement could be hit by 
higher fuel costs. While the former 
uses furnace oil and imported coal, 
the latter consumes naphtha and 
imported coal. 

Automobiles: “The rise in diesel 
prices will have a negative impact as 
sales volumes may come down,” 
says Avinash Gorakshakar, Head 
(Research-pcG), Emkay Shares and 
Stockbrokers. Although fuel and 
power costs account for not more 
than 3 per cent of total expenditure 
for auto makers, commercial 
vehicles (think Tata Motors and 
Ashok Leyland) and cars (Maruti 
Udyog) will probably be the most 
impacted, since some buyers may 
put off their purchase plans. On 
the contrary, the rise in fuel prices 
may spur the fortunes of the more 
economical two-wheelers. 

Power: The hike in fuel prices will 
be a mixed bag for power majors. 
Reliance Energy (REL) will be least 
impacted, thanks to its use of dom- 
estic coal (85 per cent of all coal 
consumed), but Tata Power may 
continue to take a hit on its books. 
Reason? The Maharashtra Elec- 
tricity Regulatory Commission 
(MERC) has capped fuel adjustment 
charges, which means the company 
can only partly pass on the rise in 
fuel prices to the consumer. 





A DEAR DEPENDENCE 


» 4 There are several core sector companies that heavily depend 
on fuel and transportation. Here’s a sampling of them: 


“Following MERC decision, there ts 
a deficit in cash flows of the com- 
pany, which is expected to con- 
tinue even this year,” says an analyst. 
In 2005-06, Tata Power's cash flow 
deficit was at Rs 350 crore. 
Metals: In general, the metals 
industry, including steel and alu- 
minium, is extremely energy hungry. 
Tata Steel, for example, spent 5 
per cent of its revenues on power 
and fuel last year. Throw in freight 
costs, the figure jumps to 12 per 
cent. However, aluminium maker 
Hindalco will be worse hit than 
Tata Steel. Its power and fuel costs 
are even higher at 16.5 per cent of 
its revenues (the figure is for 2004- 
05; last year's is not available). 
“Hindalco, SAIL and Nalco are 
expected to be the major losers,” 
cautions Atherstone’s Mudlapur. 

However, as Jayprakash Sinha, 
Head (Research-pcG), Kotak 
Securities, points out, “The impact 
on corporate profitability will dep- 
end on the companies’ ability to 
pass on the increase in cost to the 
end consumer and how much they 
can neutralise the impact through 
improved efficiencies.” In the past, 
India Inc. has not just survived oil 
price hikes, but lived to thrive. And 
at this point, there’s no apparent 
reason why it can’t do so this time 
around as well. 8 
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INVITING ENTRIES FOR THE SIXTH BUSINESS TODAY - MERCER-TNS SURVEY OF BEST COMPANIE 


As a CEO, when was the last time you felt it important to make people know how good your 


company is as an employer, what do your employees think of their work place, and just how 


robust are your HR systems? 


Announcing the Business Today -Mercer-TNS survey of the Best Companies to Work for In 
India 2006. Participation in this survey is open to any company that * Operates in India, 
irrespective of its ownership * Has been in existence in India for a minimum of four years 


* Employs atleast 200 management/executive-level personnel. 


Come. Participate. You owe it to your employees. 
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The Champagne of Teas is going organic. Darjeeling planters are 
reinventing their iconic, but beleaguered, brand to stay ahead of 
the game. RITWIK MUKHERJEE 


HE CLICHÉS WERE SOUNDING A LITTLE TIRED 
—and tiring: Darjeeling teas are the best in 
the world; they are the “Champagne of 
Teas”; they are the world’s most expensive 
teas; etc., etc., etc. At one level, all these 
statements were (and remain) true. But at another 
level, these rah rah descriptions almost mocked the 
harsh reality that existed at these gardens. Most of 
them were losing money, they had little control over the 
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geographical indication “Darjeeling Tea", and the fut- 
ure seemed bleak. 

Then things began to turn—almost by chance. In 
1988, T’Classic (Darjeeling) Pvt Ltd, which owned the 
famous Makaibari Tea Estate, faced a major cash 
crunch; it couldn't afford to buy fertilisers and pesticides. 
Result: it began experimenting with locally sourced 
organic inputs. Says Rajah Banerjee, the fourth gener- 
ation scion of the family that runs the world's oldest 
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Turning over a new leaf: Tea planters in Darjeeling 


have struck gold by going organic 


single-owner tea estate: “It was partly compulsion and 
partly a conscious decision. I realised: that nature does- 
n't require any external help to sustain and evolve the 
myriad life forms that make up the ecosystem. How 
do so many varieties of trees exist cheek-by-jowl in a 
sub-tropical rain forest and sustain the wide div- 
ersity of organisms that exist in them? The mulch (a 
protective covering of leaves placed around tea bushes 
to prevent the evaporation of mois- 
ture) created a wonderful topsoil, 
but millions of useful organisms 
were annihilated by a single dose of 
fertiliser. I, therefore, banned all 
chemical applications." It's paying 
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Green Fingers: Workers at Makaibari Tea Estate 
processing the best teas for high-end buyers 


DARJEELING TEA: 
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COSTLIEST 





BRAND /GARDEN Oo 2 
Makaibari Silver Tips/ Makaibari TClassic Darjeeling Rs 18,000* 
Castleton/ Castleton Goodricke Rs 15 000** 
Chamong Premium/Chamong Chamong Tee Rs 10,000*** 
Ambootia Premium Organic/ 

Ambootia Bio-organic Ambootia Rs 6,000 
Organic Selimbong/ Selimbong Selimbong Rs 2,600-4,000 


*Produced in smail quantities only on request from buyers with the 
“right profile" **Artificially created Specialty Tea, again produced 
in small quantities. Prices go up to Rs 10,000 per kg and more if 
particular consignments gets HH (Her Highness) stamp from 

the trading agent. Organic teas from Assam or anywhere else 

in the world don't even come close to these prices 
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off. Earlier this year, he sold a 55 kg lot of Makaibari 
Silver Tips at an astronomical Rs 18,000 per kg—a 
world record—at an international tea auction in 
Indianapolis, Us. This wasn't just a flash in the pan. 
Makaibari regularly sells small lots of organic teas at Rs 
10,000-plus per kg. The buyers: high-end stores in the 
West, pop stars, leading industrialists and royalty. 
Queen Elizabeth of Great Britain, Emperor Akihito of 
Japan and pop icon Elton John are among the host of 
celebrities who are driving this trend worldwide. 
Yes, the Rs 3,500-crore Darjeeling tea industry is 
reinventing itself in line with the National Programme 
for Organic Production (NPOP), formulated by the 
Centre, which provides an institutional framework 
for implementing standards for organic products. 
There are, at present, 86 running gardens in 
Darjeeling, covering an area of 19,000 hectares. Of 
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THE CONVERTS 


These celebs can't do without their 
cuppa of organic Darjeeling tea. 


Emperor Akihito of Japan 


Stella McCartney 


Ashok Lohia/ Chairman/ Chamong Tee Exports 






these, 28 have already gone organic and account for 18 
per cent of the district’s annual tea output of 11 million 
kg. “By 2010, 50 per cent of tea gardens in Darjeeling 
will go organic,” says Ashok Kumar Lohia, Chairman, 
Chamong Tee Exports Pvt Ltd, which owns 10 org- 
anic gardens in Darjeeling. There is compelling eco- 
nomic logic behind this. Contrary to popular per- 
ception, organic tea farming does not result in lower 
vields. *In general, the perception is that organic 
farming leads to a crop loss of up to 50 per cent and 
a 50 per cent rise in production cost. But our expe- 
rience shows that organic tea yields are 15-20 per cent 
higher than those of regular teas and production 
costs come down in the long run," says Lohia. The 
cheapest organic teas sell for Rs 250 per kg compared 
to Rs 100 per kg for regular varieties. Thus, it pres- 
ents planters with a win-win option. 


The Organic Path 


An estate wanting organic status has to abjure the use 
of all chemical fertilisers and inputs and receives an 
“Organic in Transit" certificate from the Tea Board 
for the first three years. A regular organic certificate 
is issued only after this. "It's not easy to get this 
certification. It's even more difficult to maintain the 
status because these certificates are reissued every year 
after inspections," says Lohia. Adds Vijay Singh 
Parmar, Advisor, Chamong Tee Group of Gardens: 
"Organic tea is defined as tea grown on estates that 
use absolutely no artificial or chemical inputs. Tea 
bushes get their nutrition from vermiculture (the 
use of specially bred earthworms to regenerate soil) 
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and largescale application of composts, 
neem cakes and castor cakes to the soil (the last 
two are natural insect repellents). And the Tea 
Board monitors the soil in organic estates at regular 
intervals throughout the year to ensure strict com- 
pliance with organic norms." The post-harvest treat- 
ment and curing of tea leaves, however, is identical 
for both organic and non-organic teas. 


Healthy Growth Rate 


The growing global demand for and high realisations 
from organic tea are obviously fuelling this organic rev- 
olution. Since its introduction in the late 80s, organic 
tea consumption has been growing at 10 per cent 
annually. There is also a growing demand for organic 
tea within the country, mainly in Mumbai, Bangalore, 
Delhi and Hyderabad. Currently, the break up of 
domestic consumption and exports is 20:80. The 
Chandigarh-based Alchemist Group (which owns sev- 
eral large tea gardens like Kalez Valley, Dooteria, 
Balason, Tung Sung, Simripani and Peshoke Tea 
Estate in Darjeeling), too, is planning to tap this bur- 
geoning demand by going organic. The group, which 
is a big player in the floriculture industry, is also 
establishing synergies between its tea and floriculture 
businesses, planting orchids, roses and other special cat- 
egory flowers on its tea gardens, as the first step 
towards this conversion, informs K.D. Singh, 
Chairman, Alchemist. 
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A Tea Board spokesman says: *The production of 
organic (or organic in conversion) tea was 150,000 kg 
in 1990; this increased to 2.15 million kg in 2000 
and further to 3.5 million kg in 2005-06." The Tea 
Board has recently come up with a proposal to stan- 
dardise organic tea production techniques. “We also 
provide garden owners financial assistance and provide 
their staff with training on organic methods of tea 
cultivation," he says. On average, it costs a 1,000 
hectare tea estate about Rs 25-30 crore over three 

years to convert itself into an organic garden. 


The Spin-offs 
The law of unintended conse- 
quences has also started work- 
ing in favour of the Darj- 
eeling tea industry. Since 
most of these organic teas 
are single garden brands, 
there is very little scope 
for blending. This is exp- 
ected to provide a fillip to 
the Darjeeling tea brand and 
arrest the widespread prac- 
tice of blending only a small 
quantity of Darjeeling tea with 
teas from other regions and then 
selling the mixture as the real thing. Last 
year, Darjeeling produced 11 million kg of tea, but the 
total volume of *Darjeeling tea" sold worldwide was 

more than 20 million kg. 

Organic tea is extremely popular in the UK and 
Japan, the two largest export markets for this variety of 
tea. It is also gaining acceptance in Australia, Germany, 
the Netherlands and, wonder of wonders, the us. Its 
reported therapeutic properties are drawing increasing 
numbers of converts in these countries. The way for- 
ward, the Tea Board spokesperson says, “is to set up a 
few model organic tea estates and then launch a sus- 
tained awareness and brand promotion campaign for 
organic tea across the country and abroad. Planters will 
have to realise that this is the future and people at large 
will have to be made aware that organic tea is the 
safest for human health and the environment." 

The story of Darjeeling tea is 160 years old. It began 
when a Dr A. Campbell, a British civil surgeon, planted 
tea seeds in his garden at Beechwood Estate, 7,000 ft 
above sea level, just for kicks. That simple (and largely 
unplanned) act laid the foundation for the world's 
most famous tea industry. The makeover that it is 
now receiving is also the result of a similarly unplanned 
act by Makaibari's Banerjee. But the others who are fol- 
lowing his lead are doing so consciously. Because they 
realise that the path is strewn with gold. เพ 
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A Survey Of India’s Power Sector 


BALAJI CHANDRAMOULI 
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LET THERE 
BE LIGHT 


All that the recent reforms in the power sector 
have managed to achieve is to arrest the slide. 
What is needed now are measures that move 


GRAPH IX 


the sector forward. 


HAT IS COMMON BETWEEN THE NON- 
descript town of Azamgarh in Uttar 
Pradesh (up), the country's capital 
Delhi and the Leftist stronghold of 
Kolkata? Little except that boot- 
legged power is available in several parts of these cities 
for a price. In a sense, this describes the unmet aspira- 
tion of the common man, who cannot afford the lux- 
ury of private ‘back-up’ power. Industry, on the other 
hand, has little choice but to live with it, having to sub- 
sidise farm power that draws its concession from pop- 
ulist moves that the politician of the day indulges in to 


The Black Hole 


Losses of power distributors are down, but still high 


29,252 


21,667 


20,960 





19,502 








2004-05 


2001-02 2002-03 2003-04 


Ili Collective losses of distribution utilities Direct subsidy paid by states 
Figures in Rs crore Source: Power Finance Corporation 





92 BUSINESS TODAY JULY 2 


shore up his vote bank. Not only that, the law abiding 
consumers across segments end up subsidising theft, 
which often enjoys the patronage of the political class. 
The outcome of this regress is that the near 
monopolistic state-run power distribution utilities have 
gone bankrupt. And so, the market refuses to quench 
the burgeoning demand, shying away from the risks of 
the sector, where paying power bills is a serious issue. 
The issue has indeed metastasised—the domestic coal 
sector, for instance, has not matured. 

Given that, this survey looks at four broad issues: the 
efficacy of the reform prescriptions currently under 


Low On Farm Diet 















Industry is a bigger consumer of power than farmers. 
111,000 2004-05 
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Powering India: Plants like this 2,600-MW unit at Ramagund: 
generating company in the country and among the most ef 


implement ไท ท: Issues facing the PO erment's attempts 
to kick-start the 
gramme; the irritants in fuel supply, which is key to 


generation capacity addition pro- 


affordable electricity, and finally the politics of power. 
Mter all, it is finally our political leaders, at the Centre 


and states, who can drive the reform Process. 


Reform Prescription Or Placebo? 
Notwithstanding the various issues facing the sector, the 
pall of gloom is beginning to clear, with interventions 
occurring at various levels. All the states have set up reg- 
ulators and a significant number of them have gone 
about raising farm tariffs and reducing industry tariffs: 
the Centre, on the other hand, has injected sizeable 
funds into the state power sector, improving the tech- 
nical health, since the states themselves have little 
money of their own to do so. 

| vidently, the sector’s downward slide has been 
arrested. The question now is whether the pace of 
reforms in the power sector is adequate? Or, are we just 
about running to stay in the same place? After all, on the 
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Reliance Energy CMD Anil Ambani: The private sector 
power player has ambitious expansion plans 


Power Trading Corporation (PTC) Chairman and 
Managing Director, T.N. Thakur, who was earlier in 
charge of Power Finance Corporation (PFC), which is the 
agency coordinating the APDRP programme: "There is a 
need for more institution-based reforms that are carried 
out without any conflict of interests and with a singular 
focus." PFC is a power sector specific financial institution. 
It coordinates with other central power sector utilities 
like National Thermal Power Corporation (NTPC) and 
Power Grid Corporation of India. This approach is 
quite unlike that in the roads sector, where the National 
Highways Authority of India (NHA) is the nodal agency. 

Another criticism of the PFC-led APDRP is that the 
gains of the programme remain unsecured and under- 
leveraged—the ‘carrot and stick’ programme con- 
ceived a few years ago has been significantly watered 
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down. The obligations on the states to undertake reform 
measures have been diluted. As a result, the central gov- 
ernment has no control on the additional revenues 
arising from the APDRP-induced improvements. 
Therefore, an errant administration can fritter away the 
gains rather than plough them back into the sector. 
Admits Shahi: “The APDRP programme will be 
restructured shortly based on improvements suggested 
by a few government-appointed expert committees." 


The Regulator And Reforms 

Another key reform driver is the regulator. While state 
regulators have ensured tariff rationalisation over the last 
seven years—altering tariffs for different consumer 
segments in a manner that they reflect the cost of sup- 
ply—the pace of development here is debatable. 
Furthermore, it is not as if the regulators have behaved 
as mere calculating machines, using economic principles 
to arrive at tariffs. Several of them have actually indulged 
in an undesirable habit of creating ‘regulatory assets — 
a euphemism for procrastinating tariff hikes—thus 
blunting the very tool that can drive the political system 
to aggressively undertake measures like theft control 
(such losses are as high as 15 per cent in several states), 
or deployment of more funds to reduce the technical 
losses that are between 15 and 20 per cent. If the tech- 
nical and theft-related losses were to be quickly 
addressed, hefty hikes would not be required. 

There is, however, one area where the state regu- 
lators have failed to seize a key opportunity to accelerate 
reforms. The recently enacted electricity law, Electricity 
Act, 2003, allows the state regulators to implement 
‘open access'—that is, allow bulk consumers to escape 
the tyranny of the existing supplier, the state distribu- 
tion utility, which burdens him not only with the farm 
and domestic subsidy bills, but also the inefficiencies of 
the system. However, there is a price to pay, namely a 
surcharge equivalent to the prevailing cross-subsidy 
burden. Still, there is adequate flexibility provided in the 
computation of this surcharge, and rather than enabling 
the migration, most of the regulators have devised 
formulae that render migration unviable. 


THE CAPACITY ADDITION PLANS 


Targets for new power supplies are ambitious. 





CENTRAL STATE PRIVATE NON-CONVENTIONAL TOTAL 
SECTOR SECTOR SECTOR SOURCES 

10th Plan (2001-2006) 17,225 11,901 4,898 6,000 40,024 

11th Plan (2006-2011) 31,000 20,000 11,000 12,000 74,000 


In addition, during the 10th Plan, captive capacity of 4,350 MW is expected to be commissioned 
In the 11th Plan period, another 5,000 MW captive capacity is expected 


Figures in MW 
Source: Government estimates 
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STATES AND POWER SUBSIDIES 


States continue to cross-subsidise various consumers, making it harder for reforms. 








TATE-LEVEL POWER REGULATORS Have OUT OF THE CLOSET, a cross subsidy of 480 crore, paid for 

been able to wedge open the INTO THE OPEN by other consumers like industry. On its 

books of state power utilities Rajasthan and West Bengal have part, the central government has set in 
that are owned by their respective creased power subsidies. place a powerful instrument to curb 
state governments. This has led to the — erare POWER SUBSIDY this—the tariff policy under Electricity 
states having to explicitly provide sub- 2004-05 2005-06 Act, 2003. The policy forces the state 
sidies to the utility from its coffers, in Mp 1.513 1.303 regulators to reduce the cross subsidy 
case it chooses to provide free power to Karnataka — 2.326" NA to 20 per cent of the average tariff 
the farmers or other consumers. To MP NA 5 83* over the next five years. This means 
this extent, the burden on the rest of  Puniab ส 7 ว 50”  838* jab 0950” 7 ฝ %38* that the prevailing trend of around Rs 
the consumer segments has abated. Rajasthan 685 1.039 4.70 per unit tariff band between the 
However, there is still the cross-subsidy — TN 250 025 highest and the lowest tariff must be 
between various consumer segments, — pp 1.002 NA pared sharply to around 60 paise, cor- 
where the regulator has much work to WB 2]5** 239** responding to an average consumer 
do. For instance, while the Andhra Kerala 206* NA tariff of around Rs 3 per unit. It remains 
Pradesh government has provided the Faes in Rs crore NA: Not avalabe to be seen whether the regulator 
farm sector a subsidy of Rs 332 crore *payments due to the utility implements this regime, and what if it 


during 2006-07, the sector also enjoys 


Even in cases where the industrial consumer is 
migrating from the utility supplier to his own captive 
unit (and which is also feeding a sister industrial unit), 
the regulator has been able to do little about the ‘vin- 
dictive' attitude of the utility. In some cases, the utilities, 
upset about losing customers, have refused to offer 
‘back-up’ power in case the captive units fail or 
undertake scheduled shutdowns for maintenance. One 
such case in West Bengal went to the High Court and 
was decided in favour of the consumer. But it is learnt 
that the utility is planning to approach the Supreme 
Court. This unwillingness on the part of the utility to 
let go reflects its dependence on bulk consumers. 

Not surprisingly, then, industry continues to 
add captive capacity. So far, of the 40,000 Mw-odd 
capacity added (that's a third of the utilities’ gener- 
ation capacity), a significant portion operates on 
expensive fuels like naphtha. With the result, close 
to 30 per cent of this capacity is idling. Having 
learnt it the hard way, industry is now setting up 
domestic coal-based captive capacity. 


Short-circuiting Reforms 

While the state regulators have reined in populist meas- 
ures like free power, milder forms of populism 
continue to be perpetuated. How else does one explain 
the expensive, short-term power purchases by power 
deficit states like Up, where consumers do not even 
pay their ordinary bills. While in most states, the utilities 


**cases where payments are higher than commitment 
Source: Regulatory commission orders 
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doesn't. 


are able to afford the annual power purchase costs, fact 
remains that the short-term, high-cost purchases that 
cannot be recovered from the consumer soaks into the 
gains that are realised by Central measures like APDRP. 
For instance, UP has purchased power at as high as Rs 5 
per unit, while its peak tariff is a little over Rs 4 per unit. 

Fortunately, at present, such power is only around 





Power Secretary Shahi: Is optimistic about reforms 
and feels that the ongoing ones are irreversible 
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2.5 per cent of the total power sold in the country. 
However, in time to come, this loophole needs to be 
plugged. But not in the manner that the central regu- 
lator has gone about it. Instead of letting market forces 
of demand and supply operate, the central regulator has 
capped the trading margins at 4 paise per unit, appar- 
ently in an attempt to keep the consumer tariff in 
check. Clearly, the answer to the ills of the sector lies 
in reforming the state distribution sector at a furious 
pace, and that means reducing theft through strict 
regulations that are implementable, and upgrading 
distribution assets in a manner that the highest standards 
of monitoring are adopted. And, to achieve this effi- 
ciently, the sector requires to be quickly depoliticised. 

Further, to ascend the reform scale, data is a criti- 
cal tool. Interestingly, Centre's data collation efforts on 
the state power utilities is representative of this issue. 
While the Centre has collated the subsidy paid by the 
state governments and gone on to show that the burden 
has dropped—from Rs 14,595 crore in 2001-02 to Rs 
11,016 crore in 2004-05—indicating that consumers are 
beginning to pay what it costs to serve them, this does 
not represent the total picture. The statistics do not fac- 
tor in the indirect subsidy (termed ‘tariff compensation’) 
paid by the state governments to specific consumer seg- 
ments such as the farm and domestic sectors. With 
around 30 per cent of the consumer base (read: farm- 
ers) not being metered, but charged a flat rate based on 
the power of the pump sets, data integrity remains a 
serious casualty. 

While there is little to argue on the issue of ‘repair or 
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replace’, in the context of distribution sector reforms, 
clearly privatisation is not a panacea for the sector's ills. 
Orissa's attempt to privatise its distribution utility was 
marred by the risks posed by the regulator. At the end, 
AES Corporation, a global power major, exited the 
business a few years ago. Says Anil Sardana, Managing 
Director, North Delhi Power Limited (NDPL): "It is 
important to recognise that the ‘one-size fits all’ approach 
cannot be adopted in the distribution business. 
Depending on the profile of the distribution zone, the 
correct option needs to be exercised. It could be the fran- 
chisee model, cooperative model, or something else." 

[n fact, a few years ago, NTPC attempted to take over 
the Kanpur distribution zone in UP. However, a change 
of heart happened after it took stock of the law and 
order situation. For, key to commercialising the power 
business lies in putting an end to the sizeable extent of 
theft. For, instance, ‘commercial’ losses in Delhi were 35 
per cent when NDPL took over a part of the distribution 
business four years ago. Today, this figure has been pared 
to 15 per cent. Technical losses, on the other hand, were 
18 per cent at the time of privatisation. Currently, it is 
around 15 per cent. *Key to privatisation is the need to 
bring about political consensus across party lines on the 
issue," says Sardana. Two years ago, Karnataka, 
Haryana and Rajasthan were actively considering the 
possibility of privatising the distribution utilities, but sub- 
sequent changes at the helm—either leadership or 
party—have put the process on the back-burner. 

Evidently, as far as reforms are concerned, we 
are still running to stay at the same place. Time we 
moved on. 
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PGP-PMP: One Year Post-Graduate Programme in Public Management & 
Policy. From Indian Institute of Management, Ahmedabad - Asia's leading 
Management School. 


PGP-PMP is a rigorous programme in public management and policy with 
a sharp focus on public policy formulation and implementation, financial 
regulation, infrastructure development, and public enterprise management. 


PGP-PMP has been designed to sharpen skills and to broaden the 
perspectives of civil servants; managers of government, public enterprises 
and NGOs; and executives of private sector firms engaged in public 
management. 


PGP-PMP is a one year full-time residential programme. Participants can opt 
for either executive rooms or small studio apartments. IIMA is known for its 
world-class infrastructure and an ambience that is conducive to continuous 
learning. 


International exchange / attachment has been designed to expose 
participants to a different context. Potential partners are departments / 
schools of Carnegie Mellon University, George Washington University, 
Georgetown University, Ohio State University, University of Geneva, and 
University of Texas at Austin. 


If you are a professional aspiring to take on leadership positions in 
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dimension to your career. 


sila Bachelor's degree or equivalent in any discipline 


iila GMAT/GRE score obtained between April 1, 2004 and September 1, 2006 or 
Common Admission Test (CAT) of IIMs (Only last three CAT scores are valid) 


sila. Work experience of seven or more years by March 2007 


For further details of the programme and to download the application form, 
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WOOING THE PRIVATE 
POWER PRODUCERS 











Between 2007 and 2012, the government wants to add 
62,000 MW of power, of which 11,000 MW is expected to 
come from the private sector. The question is, will it? 
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DMITTEDLY, DISTRIBUTION REFORMS HOLD 
the key to commercialising the Indian 
power sector and converting electricity 
into just another commodity. Only then 
will the sector attract investment flows 
to meet power demand. However, investments cannot 
wait for the sector to mature, since the demand for 
power is soaring. Therefore, leading the government's 
capacity addition programme are central public sector 
undertakings like National Thermal Power Corp- 
oration (NTPC). In the 10th Plan period (2002-2007), the 
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NTPC's Korba super thermal power station: Located in Chhattisgarh, it is one of Asia's biggest power plants 
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private sector is expected to add a modest 5,000 Mw 
against the central sector, which is expected to 
contribute around 17,000 MW, a significant part of 
which is being contributed by NTPc. 

Fortunately, it is not a case of fools going where 
angels fear to tread. Not at least for the last five years, 
prior to which collections were of the order of 70 
per cent, which means for every rupee of power sold, 
only 70 paise was collected. The receivables were 
mounting—touching as high as Rs 24,000 crore— 
and there was little that the Central Power Sector 


Undertakings (CPSUs) could do. The central government 
then cut a deal with the states collectively that involved 
part waiver of the interest component and deferred 
payment of the outstanding dues. In return, the CPsus 
were allowed access to the states' till—that is, the states 
account with the country's central bank, the Reserve 
Bank of India—in case of default on power pur- 
chased by the utilities. And, lo and behold, the defaults 
vanished, and overnight collections vaulted to à stun- 
ning 99 per cent. 

With this gilt-edged safeguard, CPSUs are better 
placed than the private sector in the business of 
capacity addition. For one, it significantly insulates the 
CPSUs from recovery losses, which are about 35 per 
cent. The private sector, on the other hand, has to fac- 
tor in the losses while financing its projects. However, 
the CPSU's ability to finance projects is also limited, as 
lenders look to the cash flow volume to secure their 
debts (apparently, the fact that they can tap the state's 
account with RBI is not a big assurance). Hence, while 
NTPC is capable of adding around 22,000 Mw in the 
| 1th Plan period (2007-2012), based on its ability to 
service its debt liabilities, it is currently targeting only 
around 17,000 Mw. 


Courting Private Producers 

With power demand rising at around 8 per cent 
annually over the last two years, led by industrial 
demand that has grown at 11 per cent a year, the 
power ministry is targeting around 62,000 Mw 
capacity addition in the 11th Plan period. (Just for the 
record, India has an energy shortage of 7.8 per cent 
and a peak shortage of 11.23 per cent.) Of this, (5 ป 5 
are expected to contribute 31,000 Mw, the state 
sector 20,000 mw and the private sector, the rem- 
aining 11,000 Mw. 

And this forms the basis of the central govern- 
ment’s argument for promoting private capacity 
addition. Over the last two years, the vehicle for this 
promotion is a multi-disciplinary group, called the Inter 
Institutional Group (IIG), involving governmental 
financial institutions. Here, only those private projects 
with competitive tariffs were taken up and their last 
mile problems solved. Subtle arm-twisting became 
commonplace—states were often told that if they 
delayed signing up competitive projects, they would 
be denied additional power supply from the central 
generating stations. 

This process lost its relevance when the prob- 
lems of the ‘pre-cooked’ competitive projects were 
addressed one way or another—several projects were 
turned away when they failed to line up gas sup- 
plies. There was, however, one project that did not 
take off owing to the perception of the promoters' 


THE LURE OF SPOT MARKETS 


Why short-term contracts are more lucrative 


sell power to the utilities have earned a fixed 

return set by the regulator. This, since power pro- 
curement has hardly occurred on a competitive basis 
owing to legacy issues that have destroyed the com- 
mercial viability of the sector. Therefore, only gov- 
ernment-driven investments are the dominant ones. For 
example, NTPC's plants account for 25 per cent of 
the country's supply and all of its plants earn a flat 14 
per cent return on equity. But in the newer plants, NTPC 
is going *merchant'—that is, not tying up capacity 
to long-term contracts that would immediately attract 
the regulator's eye. So far, it has quietly shored up 
2,000 MW of capacity that will mature in a few 
years. This, in turn, 
will spur the short- THE FUTURE STARS 
term power market Unlike other generation plants of NTPC, 
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development, where tariffs are cost-related, these are 
where returns are _ future free-market operators. 
not capped. 

Unlike NTPC, ait la me^ 
some of the states agpa 
like Orissa that ไล 00 ห ล ก Vishnugarh 500 MW 
prudently eri Lata Tapovan 180 MW 
capacity are able to | 
earn huge bounties Korba 500 MW 
from buyers like Ramman 30 MW 
Uttar Pradesh, ae บ ต ม แน ล ป 
where demand vas- are three times those of cost-based tant? 
tly outstrips supply. e% dpt amid noes SNT EIA 
Uttar Pradesh som- Source. ก ณั บ ขะ i ed 


etimes pays as 

much as Rs 5 per unit, as against Orissa's generation 
cost of Rs 1.50 per unit. Interestingly, the transaction 
price is dependent on not only the demand-supply 
position, but also regulatory intervention. The pre- 


' vailing deficit situation often results in several states 


over-drawing power beyond their schedule. This results 
in the frequency dipping below the critical level. To 
avert this situation, the regulator imposes stiff penalty 
on those who over-draw power. This, incidentally, sets 
the alternate cost of purchase of power for the deficit 
utility. Evidently, NTPC is setting a trend where a part 
of its new capacity is being created on a merchant basis. 
And with the distribution sector maturing, more gen- 
erators may follow suit. And power sector stocks will 
no longer have to suffer their traditional descrip- 
tion—orphan stocks. 
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credentials. The financial institutions refused to fi- 
nance a 1,000-Mw project promoted by Jaiprakash 
Industries when they found that the equity component 
in the project fell below the 30 per cent mark during the 
course of the project. The Fils, having burnt their fingers 
with the Enron-promoted Dabhol project, were not will- 
ing to take chances. At final count, the IIG process 
saw through around 8,000 Mw of private capacity. 

In what appears to be the next level of intervention, 
the central government is undertaking a key, yet ‘soft’, 
aspect of project development—obtaining the various 
clearances like land, environment, domestic captive 
mine, and tying power sale with several states. However, 
the role is limited to that of facilitation and not that of 
providing any financial comforts to mitigate the 
payment risks posed by the purchasing utilities, and that 
continues to be the critical issue bogging down the sec- 
tor. The other salient feature of this intervention is the 
scaling up of projects—4,000 MW apiece—in ส bid to 
reduce power costs. The power ministry is upbeat on 
the prospects, based on the initial response, which 
has seen more than 30 companies buy the Request for 
Qualification (RFQ) document. Says Power Secretary 
R.V. Shahi: “The Sasan and Mundhra projects are 
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NTPC Chairman T. Shankaralingam: The corporation's plants account for around 25 per cent of the country's supply 









very much on schedule. The projects will be awarded 
by the end of the year.” While the Madhya Pradesh- 
based Sasan project will operate on domestic coal, the 
Gujarat-based Mundhra project is planned to operate 
on imported coal. 


The Tariff Challenge 


To be sure, some big announcements have come rec- 
ently from the private sector. Tata Power, for instance, 
has bid for four mega projects, and has already received 
the RFQ for the Sasan and Mundhra projects. Anil 
Ambani’s Reliance Energy, on the other hand, has 
plans that span nuclear to hydel and envisage Rs 
60,000 crore in investment. However, the litmus test 
for the mega projects will be the response to the next 
stage of the bid process, where tariffs will be solicited. 
[t is here that the risk perception of the sector will be 
truly discovered. *We have decided against bidding for 
the ultra mega projects since the fundamental issue of 
payment security from the purchasing utilities has not 
been addressed. And, it is not as if our appetite in the 
power generation business has been whetted," says 
Praveer Sinha, Chief Operating Officer, Nagarjuna 
Power Corporation, which has already inked a deal to 
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sell power to the Karnataka state distribution utility 
power from its proposed 1,015 Mw imported coal-based 
plant in Mangalore. 

The response from one of the bidders is no less cau- 
tious. Says Srinivasa Rao, Country Head, AEs (India) Ltd, 
a subsidiary of the global power major AES Corporation: 
“We have serious concerns about the payment security 
mechanism as reforms have not 
progressed adequately. Further- 
more, the government could 
have considered several units of 
1.000 MW each, as it would be 
easier to secure finances for them 
rather than a single 4,000-Mw 
project in view of the payment 
risks involved." 

Ironically, it is one of the 
Centre's reform measures that 
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security mechanism for PSUs (which supply over 25 
per cent of the country's power) will put pressure on the 
utilities’ payment ability for future capacity addition. 
Furthermore, the states’ finances will now be further 
strained, since the time is ripe for redemption of bonds 
issued to NTPC five years ago in lieu of their outstanding 
dues. Every six months, the states will have to pay 
around Rs 1,000 crore to NTPC. 

In fact, the regulator for multi-state power transfers, 
Central Electricity Regulatory Commission (CERC), has 
already ‘advised’ the government that it must identify 
escrow capacity, or revenue streams from the utili- 
ties’ distribution business, that remain unencumbered. 
The idea: in case of payment defaults, the sponsors of 
the ultra mega power projects will have direct access to 
this cash flow. “We are here to facilitate capacity cre- 
ation at every level. However, we have voiced our 
concern to the government on the need to ensure a 
robust payment security mechanism so that the projects 
are viable,” says A.K. Basu, Chairman, CERC. “We 
have also told the government that such large capacities 
should be entirely contracted by the utilities on a long- 
term basis,” he added. This typically mirrors the 
lenders’ views, who finance as much 70 per cent of the 
project cost. Says Jitendra Balakrishnan, Deputy MD, 
IDBI: “The ultra mega projects are at a preliminary 
stage and there are issues relating to payment security 
and imported fuel that we are attempting to address.” 

It is not as if the private sector 
is sitting pretty on the ringside. 
Realising the criticality of fuel 
in the final power cost, private 
sponsors are flocking to the coal- 
bearing states, as domestic coal 
continues to be the best ber, 
never mind hurdles like law and 
order issues. “We have proposals 
for as much as 18,000 Mw of 
capacity addition in our state. 


will put pressure on the utilities’ 62 J&K 4.63 And a good part of this capacity 
payment abilities—to recall, the 0.4 Bihar 4.69 will be exported to other states,” 
utilities’ deal with the psus five 29 Rajasthan 4.69 says Chhattisgarh State Electricity 
years ago, wherein they secured 04 MP 4.69 Board chairman Rajib Ranjan. 

future power bill payments in i With state power utilities 
lieu of partial waivers. While the 10.3 Punjab 469 , allocating as much as 80 per 
move became a reform driver 99 West Bengal 4.69 cent of their costs on purchase 
since payment became a zero- รู Maharashtra 4.57 of power, the key issue facing 
sum game (either the utilities | | the sector is the ability to add 
paid up in full to the central sec- Mi qi reasonably priced power cap- 


tor power utilities like NTPC or its 
owner, the state, would cough 


like farm, the targeted consumers do not end up paying this 


acity. For the market, higher 
risk will demand higher returns. 


up the payments), matching dis- additional power bill So don't expect the private sec- 
tribution reforms have not taken exe Cota uiv anoo Codd tor to be swept off its feet by 


place. Hence, the payment 


the suitor at the Centre. 
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THE FUEL 
ISSUE 





Lining up fuel supplies is probably the single-biggest 
challenge facing the power producers today. 
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Don't tell me about it: Despite abundant untapped coal reserves, the sector is mired in inefficiency 


LOSE TO A YEAR AFTER THEY PARTED WAYS, 

the only contentious issue that continues 

to simmer between brothers Mukesh and 

Anil Ambani is gas supply—from Mukesh' 

Reliance Industries to Anil's Reliance 
Energy. Anil is seeking greater safeguards on the sup- 
ply contract from his elder brother, who holds the 
key to supply from the D6 Krishna Godavari basin 
gas block, which has commercial reserves of 7 tril- 
lion cubic feet, enough to power any two large indus- 
trialised states in the country. For, otherwise, Anil 
Ambani contends, his 7,500-MwW project in Dadri will 
remain a pipe dream. He isn't exaggerating. When 
the project hit the lenders' table last year, there remained 
only one outstanding issue—fuel supply. Issues as 
vexed as equity contribution were solved amicably, 
with the institutions agreeing to a lower equity exposure 
from the sponsors. 
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Fuel isn’t Reliance Energy’s problem alone. The 
struggle to procure fuel for power generation ts actually 
a larger phenomenon gripping the Indian power sector. 
Thanks to rising global fuel prices, this struggle has been 
accentuated. Anil Ambani isn’t the only one seeking a 
better deal from his elder brother; so is NTPC. When 
Mukesh Ambani's Reliance Industries bid for supply of 
gas to NTPC's proposed stations in Uttar Pradesh and 
Gujarat two years ago, he perhaps did not realise that 
the global prices would rise so sharply in such ล short 
while. Bidding a fixed price of around $3 (Rs 135) per 
million British thermal units (MMBTU) for 15 years was 
even back then seen as an aggressive move, since the 
next bid was a distant $4.16 (Rs 187.2) per MMBTU. 


Today, a long-term deal is difficult to come by, simply 


because there is little spare capacity in the world. 
Secondly, prices are well above the $5 (Rs 225) per 
MMBTU mark, as GAIL (Gas Authority of India) found out 
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to its dismay when it wanted to procure gas for the 
recently-revived Dabhol power project. 

Not surprisingly, Reliance refused to accept a con- 
dition where short supply of gas would mean paying the 
alternate cost of fuel, naphtha, which in today’s price 
would be nothing less than $20 (Rs 900) per MMBTU. So, 
NTPC has taken legal recourse to enforce its Letter of 
Intent (Lot) to Reliance for supply of gas for its 2,600 
MW of capacity addition. 


Coal Gets Dearer, Too 


The contagion has spread to coal markets as well, 
though, not as severely. Coal prices, which were once 
used as a benchmark owing to their relative stability, are 
also on the rise. Says Praveer Sinha, COO, Nagarjuna 
Power Company, which is developing an imported 
coal-based project in Mangalore: “When we firmed 
up a coal supply contract for our plant a year ago, the 
long-term prices were around $50 (Rs 2,250) per tonne 
on a CIF (cost, insurance, freight) basis. Today, they are 
ruling at well over $70 (Rs 3,150) per tonne." 

But then, is it turning out to be a case of carrying 
coals to Newcastle? After all, the country does have 
abundant untapped reserves. The stumbling block in the 
progress of domestic coal sector is the stifling regulatory 
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framework. Free sale of power grade coal is not allowed 
by the private sector and the award of coal blocks for 
captive purposes continues to be on à nomination 
basis. Worse, the dominant player in the business, 
public sector behemoth Coal India Limited (CIL) oper- 
ates at a sub-optimal efficiency level. CIL is not entirely 
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to blame. The government regulates prices, thus cutting 
into the coal corporation's investible surpluses. Further, 
the average time taken to clear a proposal to develop a 
mine is still a good six to eight months. And, if the coal 
ministry does manage to do its bit, getting environment 
clearance continues to be a major stumbling block. 
The new regime of fast-track clearances has helped. 
However, private sector companies claim that the pub- 
lic sector generation companies led by NTPC are the 
favoured lot, as they are not necessarily in queue. 
Secondly, CIL cherry picks the good mines and jettisons 
the rest to the auction pool. 

So, what does it augur at the generation end with 
domestic coal firing as much as 65 per cent of the 
power plants in the country? Back-of-the-envelope 
calculations indicate that CIL’s prices are roughly 40 per 
cent lower than those of imported coal on the eastern 
coast of the country. This roughly shaves 20 per cent off 
the power generation cost. In other words, controlled 
pricing of coal by the central government implicitly sub- 
sidises the power purchase costs of the financially frag- 
ile power utilities to a significant extent. 

The subsidy story is no different in the case of gas- 
based generation capacities, which account for around 
10 per cent of the power generated in the country. The 
implicit subsidy burden is borne by gas-producer Oil and 
Natural Gas Corporation (ONGC), since the consumers 
end up paying under $3 (Rs 135) per MMBTU, while the 
market price is close to twice this figure. However, new 
gas finds are being priced at market rates. 

If one were to go by sheer economic merit, hydel 
generation would come a winner. Moreover, since 
the country is endowed with immense resources, 
especially the kind that involve minimal rehabilitation 
issues, hydel generation ought to contribute more than 
the prevailing 16 per cent of the country's supply. 
However, this has not happened for a variety of reasons. 
First, states demand free power from the project to the 
extent of 12 per cent of the generation capacity. This 
blunts the competitiveness of the projects. Furthermore, 
the domestic market, except in pockets, does not put a 
premium on ‘peaking’ power—power that is generated 
at short notice, a salient feature of hydel projects. A 
serious deterrent to development of hydel projects in the 
north-eastern states, where considerable capacity lies 
untapped, is the law and order problems. Besides prob- 
lems in individual states, there are inter-state issues 
that have locked up as much as 7,000 MW of capacity. 
Also, owing to the difficult terrain in these regions, con- 
structing access routes to the plant sites is a challenge. 
Although central intervention to address some of these 
issues has been attempted, the results have been less than 
impressive. Private sector continues to shy away from 
the large projects. 
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THE NUCLEAR POTENTIAL 


Concerns remain, but private sector interest in 
nuclear energy could boost generation. 





A nuclear power plant abroad: Even in the west, 
safety is a big issue with nuclear energy 


ESIDES HYDEL GENERATION, WHERE FUEL COST IS NOT 
market driven (water is, after all, free), the next clos- 
est ‘comforting’ fuel in these times of volatile fuel 

prices is uranium. Till recently, we were merely ringside 

spectators as the westem world began to embrace the 'con- 
demned' fuel to generate power. However, with the 

United States Senate considering President Bush's recent 

proposal to supply nuclear fuel to the country, there cer- 

tainly is reason to cheer. This could provide a passport to 
the Nuclear Suppliers Group (NSG), a clutch of countries, 
including France, that supply equipment for nuclear 
plants. Modern nuclear plants, of the kind recently supplied 
by the French to the Chinese, are priced a little over 
what a coal plant would cost. The upside of nuclear 

plants is that they last longer—over 45 years as against 30 

in the case of coal and around 15 in the case of gas tur- 

bines. So, clearly, the nectar lies in the tail. 

Nuclear fuel is greener than coal, but there are risks in 
terms of fuel supplies and safety. Nevertheless, the private 
sector—including Reliance Energy and Tata Power—is 
going ahead with plans to add capacity in the sector. The 
Indian experience in this area has so far been poor. 
Plants have taken over five years on an average to build. 
It is this factor that determines the viability of nuclear 
plants, which have high capital costs compared to coal and 
gas-fired units. Hence, timely execution of construction 
holds the key to competitive tariff. 

Despite the concerns surrounding nuclear power, 
one thing is certain. In the years to come, it will contribute 
more than the minuscule 2 per cent that it currently injects 
into the National Power Grid. 
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| State governments have to take tough decisions if 
power sector reforms are to pay. 


ATTLING LEGACY ISSUES THAT HAVE CRIPPLED THE 

viability of a business is not an easy task. 

Especially, if the enemy lies within. The state 
power distribution utilities were given a one-way ticket 
to bankruptcy more than two decades ago, when 
politicians began using them as a tool to deliver populist 
measures like free power. Then came the state power reg- 
ulators, notably, the Andhra Pradesh regulator, who 
raised the average tariff by as much as 15 per cent. All hell 
broke loose thereafter. The message was clear: Tariff hike 
is only one of the pillars of reforms, and that it must go 
hand in hand with other measures to reduce losses, 
including theft. Otherwise, it would mean that the law- 
abiding consumers continue to further subsidise the 
errant ones. It also reflected the inability of the political 
class in the states to capture the significance of the reg- 
ulatory institution in the initial years. Regulators have 
since then learnt to adopt a soft-landing approach that is 
palatable to the common man. 

Tariff hikes have since taken place, but not without 
creating ‘regulatory assets’, which are deferred consumer 
liabilities that otherwise would translate into immedi- 
ate hikes. Such assets have been extinguished over 
time. But the fact remains that the loss reduction targets 
set by the regulator for the utilities are soft. The pace of 
reduction in cross subsidy between consumers needs to 
be hastened. Evidently, there is more that the regulators 
can do to accelerate reforms. 

Innovations are critical to tide over the prevailing 
shortages, since generation projects have a three to 
four year gestation period, while developing a 
coalmine takes a little over four years. For exam- 
ple, in Pune, in order to deal with the power shortages, 
consumers who bill more than 400 units per month 
have got together to utilise the spare capacity of gen- 
eration sets that the industry around the city uses 
on an exclusive basis (captive capacity). These sets 
operate on liquid fuel, where power generation costs 
upwards of Rs 7 per unit, more than double the 
state’s supply price. However, on a pooled basis, the 
tariff hike is around 35 paise per unit, since the units 
will crank up only during power cuts. 

While external interventions can drive state reforms, 
it can only do so up to a point. It is clearly the political 
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class at the state level that can drive reforms the best. 
The first step in that direction is to desist from com- 
petitive populism—parties vying with each other to of- 
fer free power to consumers, only to roll it back a 
few months after elections. This happened in 
Maharashtra a few months ago, when the Congress fol- 
lowed BJP’s election pitch of providing free power to 
farmers. Another vexed issue that vastly drags down the 
pace of reforms is the poliltical patronage that existing 
power utility employees enjoy. In fact, a recent state- 
sponsored study in West Bengal revealed that around 
80 per cent of employees are not graduates. 

Agreed, excess low-cost manpower is a reality in the 
context of Indian polity. However, a change of envi- 
ronment can make the difference. For instance, a sig- 
nificant number of employees in the National Highways 
Authority of India are drawn from the ranks of state 
public works department, which in several states is 
seen as a hotbed of corruption and inefficiency. 
However, personnel drawn from this pool are now driv- 
ing an ambitious highway programme. Unfortunate'y, 
the power sector does not enjoy an institution-driven 
reform programme. Time, we got one. 

But, more importantly, the need of the hour is a gen- 
uine political consensus on power sector reforms. W 
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When the going gets tough, find out what the tough are doing. A look at 
what stocks the gurus are buying in these troubled times. krisHNA GOPALAN 


F YOU WERE ON MUMBAI’S 

Dalal Street on May 22, it is 

unlikely that you will ever 

forget the day. Trading at the 

country's premier exchange 
was suspended for an hour and the 
agony writ large on the faces of the 
investors said it all. If you had your 
money in the market that day, you 
were a very worried person. 

The dust hasn't quite settled yet. 
The market continues to bleed, after 
closing below 10,000 points on 
June 6, 2006. It closed at 9,295.81 
points on June 8, when the maga- 
zine went to press. The Fils (for- 
eign institutional investors) have 
reportedly predicted the Sensex 
reaching the 7,000-8,000 mark 
before the bears' thirst for blood is 


Rakesh Jhunjhunwala 
Partner, Rare Enterprises 


m Aqualified Chartered Accountant, 
this 46-year-old finished his articleship 
from Bansi Mehta & Co. 

m Has been in the market for over two 
decades and is considered one of the 
shrewdest minds in the business 

m On the board of companies like Praj 
Industries, Nagarjuna Construction 
and Mid-Day Multimedia, which 
figure in his portfolio 

m investing to him is a "passion" 

m Started off with Rs 5,000; today, his 
total net worth is rumoured to be 
over Rs 1,000 crore 

m Multi-baggers: Pantaloon, Financial 
Technologies, Bharat Earth Movers 

m Equity net worth*: Rs 390 crore 


* Approximate value of investments in listed companies 
where holding is more than 1 per cent as of March 31, 2006 
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staunched. The question then is 
this: what now? How should you be 
behaving in a market that is quite so 
intent on mauling the investor? 
Looking around for answers, it 
struck us that we wouldn't do too 
badly if we were to take a page or 
two out of the books of the master 
strategists in the game. After all, 
who better to tell you how to han- 
dle the market's many moods? 
These are legendary figures, moving 
in the rarefied circles of the private 
investor-millionaire club populated 
by only about half-a-dozen players. 
Of these, we have picked three: 
Rakesh Jhunjhunwala, Shivanand 
Shankar Mankekar and Nirmal 
Kotecha. Their portfolios make 
interesting reading, and the value of 





their holdings even more so. Are 
there any tips here for the average 
investor? 


At The Vanguard 


The first and foremost lesson is 
obviously this: stay invested. These 
are temporary hiccups and the 
long-term potential of equity can 
hardly be over-emphasised. And 
second, use this fall to get into 
blue-blooded scrips. When the 
markets crashed on May 22, the 
head of a leading merchant bank 
pointed out that there were some 
“mouth-watering” deals on Dalal 
Street that day—some great stocks 
quoting at very attractive prices. 
While the mob was still in a state of 
a shock, there were those who 
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And Then There Were Five 
Five stocks that look hot from the portfolios of the three investment gurus featured here. 


QUARTER GEOMETRIC SOFTWARE SOLUTIONS 
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PANTALOON RETAIL (INDIA) 


TF 7 E" CGU = WT ET 
He " eig. “ar? TRU ศา ง % i 


VICEROY HOTELS ZEN TECHNOLOGIES 


NET SALES PAT 








june'04 7 ๒ 90 7136 xa 1015 ๆ 2 43 8 02 383 113 
Sept '04 2 2808 24853 | 114 0 เซ 7 ิ ๓ ๐ 039 ด 1 086 
๒ ณ พ 26425 — 1200 [2809 า น า ล 00 7?3 ๆ — 
March'05 2810 1555 | 45000 — 2362 | 27496 บ ๕ 940 06 11968 ว :] 
June"05 [222489 ไ ]57 35935 ๒97 [36072 ก 732 02 ค ไว 5 
Sept '05 | 2620 — 194. | 36823 | 209] “ว ไต 02 — 743 094 7 LIN 
0 ๒ ๐0 [3175 235 | 424 — 2678 | mM BS บ 7 — 04 | โ 15 058 
March ‘06 3525 S3L 64045 — M9 45540 16.24 985 050 1449 — 73 
Figures in Rs crore are for the quarter ending Source: CMIE 


were busy enhancing their port- 
folio at bargain prices. You don't 
get to hear of such people till their 
holding in a listed stock crosses 1 
per cent, which is when the stock 
exchange takes note. 

Take Mankekar. At the end of 
March 31 this year, Mankekar held 
a little over 3 per cent of Pantaloon 
Industries’ equity capital. An 
extremely low-profile man, he 
refused to talk to BT, saying he 


Father Of All Gurus 


This market veteran is betting on 
hotels and media. 


All the holdings are as of March 2006 and are in the names of 
either the investor, his spouse or both Source: CMIE 





preferred being out of the lime- 
light. A professor at Mumbai’s 
Jamnalal Bajaj Institute of 
Management Studies, Mankekar 
has a diverse portfolio that includes 
stocks like Champagne Indage, 
Pantaloon Industries, Pantaloon 
Retail and Zen Technologies. 
Evidently, he knows what he 
is doing when he buys big time 
into the Pantaloon retail story. 
Indian retail is clearly going places, 


- Coding Looks Good 





Figures are adjusted closing prices in Rs on BSE 


and with biggies like Reliance and 
Bharti getting in, the real excite- 
ment is going to unfold only over 
the next few quarters. Early bird 
Pantaloon now has a footprint that 
spans home furnishing and books 
in addition to discount ventures 
like Big Bazaar. 

Says P. Phani Sekhar, an ana- 
lyst tracking media and retail at 
Angel Broking: “We are comfort- 
able with the retail sector. Yes, 


Steadily Building Profits 
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Nirmal Kotecha 
Promoter, Skyz Investments 


m Started investing in equity when he was 
15. Today, all of 29, he runs Skyz 
Investments, a company that primarily 
invests in equity 


m Held an 8 per cent stake in UB, which he 
is reported to have sold at a solid 54 per 
cent profit 


m | ร bullish on private equity since he 
thinks markets are overheated today 


m infrastructure is his favourite sector and 
he thinks it will attract a lot of investment 


m Multi-baggers: Saksoft Technologies 
and PBA Infrastructure 


m Equity net worth*: Rs 16 crore 


* Approximate value of investments in listed companies where ^ E. c 


holding is more than 1 per cent as of March 31, 2006 


Young Turk 


Infrastructure is what excites this 
man's fancy. 







COMPANY HOLDING 


(IN PER CENT) 


Alumeco India Extrusion ง .03 
JMC Projects (India) 1.62 
KLG Systel 4.16 
Viceroy Hotels 3.40 
Vybra Automet 3.21 


All the holdings are as of March 2006 and are in the names of 
either the investor, his spouse or both Source: CMIE 


Room For More Earnings 
160- 


140- 





VICEROY HOTELS 


Figures are adjusted closing prices in Rs on BSE 
Source: CMIE 
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valuations are slightly stretched, but 
it is a high risk, high reward 
industry.” He is equally comfort- 
able with the Pantaloon stock: “The 
company thrives because there is a 
large proportion of disposable 
income in the country.” 

Rakesh Jhunjhunwala, one of 
the best-known names on Dalal 
Street, is backing the 11 story. He 
holds a substantial 2.96 per cent in 
Geometric Software Solutions. The 
potential of rr and rr enabled serv- 
ices is beyond debate: the dollar- 
rupee mismatch works well, with 
any depreciation in the rupee only 
adding to the balance sheets of com- 
panies in these sectors. 

On the other hand, it is infra- 
structure that attracts the attention 
of Nirmal Kotecha, who runs Skyz 
Investments and at 29 is one of 
the youngest winners on Dalal 
Street: "Infrastructure will attract a 
lot of investment." His portfolio 
includes companies like Alumeco 
Extrusion, JMC Projects and Viceroy 
Hotels. This is in addition to KLG 
Systel, where he holds a 4.16-per 
cent stake. Where and how does 
Kotecha spot the future blue-chip? 
“It is all about looking for value 
and identifying the sector that will 
be the big one in two years. I look 





for a sector where the P- 
earnings) multiple could be fancied 
over time,” he explains. 


2 (price- 


Getting The Sector Right 
The trick then lies in picking the 
right sector. That is half the battle 
won. The next step is to pick the 
right stock in the sector. For 
instance, infrastructure is some- 
thing everyone is excited about, 
but what is the potential blue- 
chip? The company could be in 
anything from cement to con- 
struction to ports. 

Jhunjhunwala has a 2.42-per 
cent holding in Nagarjuna 
Construction and a close to 2-per 
cent stake in Punj Lloyd. Jigar Shah, 
Director, KR Choksey Securities, 
says the sector will remain buoy- 
ant for a few years and adds: "Punj 
Lloyd looks good, but I must say 
P-E multiples for the sector are still 
a little stretched." Deepak Jasani, 
Head-Research (Retail), HDFC 
Securities, agrees that construction 
has seen revenues and profits grow- 
ing fast, very fast. 

Within infrastructure, cement 
looks good and is an area that 
Anagram Stock Broking’s Director 
and Head (Research) V.K. Sharma 
is bullish about. “We think prices 
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will not increase during the mon- 
soon—the demand-supply mismatch 
is slowly being corrected." Other 
areas Sharma likes: engineering, oil 
and exploration. 

Hospitality has also attracted 
interest, including from institutional 
investors like Anil Ambani. His 
company R-ADAG (as well as 
Kotecha) holds quite a large stake in 
Viceroy Hotels. According to Jasani, 
there's a lot going for the sector: 
*The supply situation looks tight 
and new rooms in a meaningful 
way would start getting added by 
March 2008." Historically, the 
industry has been dependent on 
tourism, but this time growth has 
been pushed by the corporate trav- 
eller too, ensuring continuous 
demand. 


What Should The Investor Do? 
Top-end investors take into con- 
sideration factors like changing 
macro-economic indices, markets 
falling in anticipation of a crisis, or 
excessive institutional selling. 
Anagram's Sharma says his com- 
pany decided from May 11 that 
the way forward was to book prof- 
its and cut losses. 

Your lessons: first, spot the 
opportunity early enough and sec- 
ond, think different. Take, for 
instance, the fact that most people 
will invest in IT because of the abil- 
ity of companies in the sector to 
earn dollar revenues. Sharma points 
out the contrarian view: "People 
say IT is a good story because of 
the strengthening dollar. | ask why 
just IT? An industry like food pro- 
cessing could avail of the same 
advantage." 

There are the questions every 
investor asks: what price to enter at, 
when to consolidate and, more imp- 
ortant, when to sell or buy more? 
First: set a reasonable investment 
horizon and target price. When 
either your goal or target price is 
reached, sell. And within your time- 
frame, ignore volatility. Says Tridib 





Shivanand Shankar 

Mankekar 

Academician 

m This star investor maintains an 
extremely low profile and is actually 
far better known as a Professor at 
Mumbai's Jamnalal Bajaj Institute of 
Management Studies, from where he 
finished his MBA in 1975 

m Has been dabbling in the market for 
decades and works with son Kedar, 
also a Professor of Finance at the 
. Jamnalal Bajaj Institute 

m Was in the news for acquiring stocks 
like Pantaloon and Ind Swift Laboratories 

m Calls himself an “academician who is 
far away from the news" 

m Equity net worth*: Rs 229 crore 


“Approximate value of investments in listed companies 
where holding is more than 1 per cent as of March 31, 2006 


On A Shopping Spree 
1,900- 
1,700- 


1,500- 


PANTALOON RETAIL (INDIA) 
Figures are adjusted closing prices in Rs on BSE 





Pathak, cio, Cholamandalam Asset 
Management Company: “This is 
really the first correction we have 
seen in the last two-and-a-half years. 
One must ignore market move- 
ments in the short run and have 
reasonable expectations. " 

The other way to understand 
equity is to determine the oppor- 
tunity cost of not being there. How 
would you be placed if you had 


Low Profile, High Value 


The good professor likes retail and 
entertainment. 





All the holdings are as of March 2006 and are in the names of 
either the investor, his spouse or both Source: CMIE 


Zen And The Art Of Winning 


91.80 


ZEN TECHNOLOGIES 
Source: CMIE 





put your money in fixed deposits or 
debt funds? As has been proven 
repeatedly, nothing beats equity 
over the long term. It’s just that 
you need the maturity to stay calm 
when there’s mass panic, the guts to 
move in when others are moving 
out, and the ability to keep greed 
under check. Qualities that no 
doubt the three investors featured 
here have in plenty. 


JULY 2 2006 BUSINESS TODAY 113 


bt money 


- ET 7 ร ซะ — 


ั 
4l 

๑ 
` 
4 


. The Corporate Story 


When equity gives you sleepless nights, you might want to look at options like 


company fixed deposits for succour. ANAND ADHIKARI 


AMIL NADU NEWSPRINT 

& Papers Ltd gener- 

ates sales of Rs 801 
crore, net profits of close 
to Rs 80 crore and earn- 
ings per share (EPS) of Rs 
11.66 per share. This South 
based state-owned company 
has issued a dividend of 30 
per cent in 2005-06. 

With numbers like this, it 
sure looks like an ideal inv- 
estment vehicle. So, are we 
asking you to buy the stock? 

Actually, no. We are 
simply asking you to con- 
sider an investment in the 
one-year fixed deposit (FD) 
that this paper manufac- 
turer has on offer at an 
interest rate of 8.75 per 
cent. And if you have a 
slightly longer horizon, say, 
two to three years, then 
you could end up earning 9 
per cent to 10 per cent on 
your deposits. 

Now, compare this with 
the interest rate on FDs from 
the country's biggest pri- 
vate sector bank, ICICI 
Bank—it’s 6.25 per cent for 
one-year deposits and 6.75 
per cent each for one-to- 
two year and two-to-three 
year deposits. 

The not insignificant difference 
will make you realise why we are 
talking about company FDs as a 
viable addition to your portfolio 
today. And especially now, when 
the equity market is looking 
extremely fragile, the real estate 
market is slowly but surely moving 
out of reach, and commodity is 
looking like a bubble about to burst. 
Of course, these are all investments 
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that will continue to make money 
for investors—but growth has 
slowed down and, more impor- 
tant, the risk has heightened. More 
than ever before, you will require 
nerves of steel to be able to with- 
stand the ups and downs of these 
investment vehicles. 

For those of you whose appetite 
for risk is heavily tempered by the 
need for safety, FDs and small sav- 
ings continue to be reasonable 


choices. And in this uni- 
verse, it makes sense to be 
on the lookout for any 
avenue that promises even 
slightly higher earnings. 


Bank Vs Company 

Traditionally, bank FDs with 
their aura of unimpeach- 
able safety have attracted 
conservative investors, but, 
usually, the returns don't 
even cover the cost of 
inflation. Going forward, 
the inflation monster is well 
ready to strike again, with 
crude prices ruling at above 
$70 (Rs 3,150) a barrel and 
petrol prices have recently 
been hiked by Rs 4 per litre. 

That leaves cooperative 
banks, which offer interest 
rates higher than that of 
banks (one-year: 7 per 
cent; three-five years: 8-9 
per cent), but the problem 
is that a series of busts in 
this segment have led to 
a heavy loss in credibility. 
Today, few smart investors 
dare to trust them. And 
till long-promised cooper- 
ative bank reforms are 
undertaken, investors are 
better off this way. 

So, what does that leave the 
risk-averse investor with? “Com- 
pany deposits,” says Anil Chopra. 
Managing Director, Bajaj Capital 
In fact, although many banks give 
you fairly good deals if you have 
more than Rs 15 lakh to invest, 
they still aren’t as good as those 
offered by companies. 


VHHANW NVAIA 


Why Go Corporate 


A company FD is an unsecured 
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More Interesting 
Company FD interest rates are higher than bank FDs.The 
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instrument offered by companies 
and NBFCs (non-banking financial 
companies) for raising resources 
from the market. Such instruments 
earn a fixed rate of interest over a 
given period of time. However, 
because they are in the nature of 
unsecured instruments, in case the 
company folds up or defaults on 
payment for other reasons, the inv- 
estor cannot recover his capital. 
This is the risk component of com- 
pany FDs and why they pay higher 
interest than bank FDs. 

Today, company FDs are offer- 
ing between 8 per cent and 9.5 
per cent (see More Interesting). 
You also get the option of getting 
your earnings as monthly, quar- 
terly, or annual interest cheques, 
thus establishing a regular income 
stream. You could also opt for a 
lump sum at the end of the tenure. 
However, the interest on company 
FDs is fully taxed. 

In the early 1990s, company 
FDs were a big draw among small 
investors, but a series of defaults 
on the part of companies and the 
indifferent attitude of the govern- 
ment and consumer courts turned 
depositors away. "Falling interest 
rates have also made company 
deposits unattractive. The interest 
rate differential (between FDs and 
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Madras Cement 
Apollo Hospitals 


Tamil Nadu 
Newsprint 


bank deposits) fell from 6 per cent 
some five years ago to 2 per cent 
today," points out Chopra. Rem- 
ember, companies that are really 
as safe as Fort Knox will pay lower 
rates than the others. 

In addition, many companies 
turned to the international market 
for accessing funds in order to take 
advantage of the interest rate arbi- 
trage. “When companies do well, 
they can easily get access to funds 
from sources other than company 
deposits," says P.K. Choudhury of 
rating agency ICRA, which rates com- 
pany FDs in the market. 

But now the interest rate cycle 
seems to be reversing again, with the 
US Federal Reserve hiking short- 
term rates for the 16th time to 5 per 
cent. “There is a little bit of tight- 
ening in the domestic money mar- 
ket. We may see some revival of 
interest in company deposits," 
agrees Choudhury. 

While these factors augur well 
for the company FD market, that's 
no reason to invest blindly. The 
same risks that existed before con- 
tinue (see Who To Avoid). How- 
ever, at a time when the economy is 
doing well and Indian companies 
are looking extremely strong, the 
time is definitely ripe to take adv- 
antage of these instruments. 
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Figures are interest rates in percentage per annum. 
FDs of Ceat, Escorts and J.K. Industries are not rated by ICRA either 





NR: Not rated 
Source: Market 


Why Company FDs? 

e Interest rates higher than bank 
deposits and other debt instruments 

(often by as much as 476 p.a.) 


๑ Six months lock-in for a deposit 
ira minut vt 12 
financial 


พ ง่ แน่ อ ต โร นั จ นร 
e Convenient, easy to apply, fast 
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e Companies that offer unreasonably 
high interest rates or freebies 

e Companies with no or low rating 
by agencies like CRISIL, ICRA, etc. 

e Companies just starting out or yet 
to commission the plant, or with 
less than three years of operations 

e Companies with dubious 
managements 

e Companies with small scales of 
operation, especially NBFCs or 
manufacturing companies with 
less than Rs 1,000 crore turnover 


Should I invest 
— inthe market now? 
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Relax! 


Invest through 


Systematic Investment Plan 


A disciplined approach to creating wealth 
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CANBANK MUTUAL FUND 
Together, for long term prosperity. 
Visit us at www.canbankmutual.com 


Regd. Off.: Construction House, 4th Floor, 5, Walchand Hirachand Marg, Ballard Estate, Mumbai 400 001. 
Principal Trustee: Canara Bank * Investment Manager: Canbank Investment Management Services Ltd. 


Mutual Fund investments are subject to market risks, read the Offer Document carefully before investing 





For a free booklet on SEBI Investor Education Programme, please write to us or contact our Investor Relation Centres: 
Ahmedabad 55610423, 26440573 Bangalore 25594730 / 31 Bhopal 3013648 Chandigarh 2648007 Chennai 28492598 Coimbatore 2546453 
Goa 9422445776 Hyderabad 23261481/82 Kochi 2364846 Kolkata 30288275 Mangalore 2448804 Mumbai 22621371, 56585000-10 Nagpur 5615364 
New Delhi 23326417 Patna 2227950 Pune 56240556 Surat 5554243 Trichy 2750130 Vadodara 2326483 Visakhapatnam 5556645 
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NEWS ROUND-UP 


Withdrawal Symptoms 

WHEN THE SENSEX CRASHED IN MAY, THERE 
were enough voices saying ‘we told you 
so’. And in truth, most wise investors 
had started booking profits while the 
going was good. The fact, however, 
that the single overriding reason for the 
crash was the massive FII (foreign 
institutional investor) pull-out is one 
that should make market watchers 
uneasy. Reportedly, Flls were net sell- 
ers to the tune of Rs 5,000 crore 
between May 12 and May 22, leading 
directly to the crash. Just as every 
ollar put in by foreign investors 
shed the market to stratospheric 
Is, their withdrawal caused panic. 
The dominance of foreign investors 
been slowly building, and can be 
ged by their holdings in the most 
ed Sensex stocks (see The Rising 
). Fils have almost doubled 
ings from 14 per cent in 2001 
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r Turbulence 

CAN'S FLIGHTS ARE UNLIKELY TO HAVE 
er hit the turbulence its public issue 
id. Did you know that after the offer 
ocument was filed with SEBI (Sec- 
rities and Exchange Board of India), 
ร many as three bankers backed out 
the issue? From a team of five mer- 
hant bankers, the issue finally hit 
he market with two—Enam and ICICI 


DEEPAK G. PAWAR 
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Deccan: Hoping investors will stay on board after listing 


The Rising Tide 





DOMESTIC 


INSTITUTIONS 


Gujarat Ambuja N74 Em —18 
HDFC Bank Eo 5 
HDFC Ltd 2 Oo 
Tata Motors | 1 
Satyam Computer | 92 7 


* As on March 31 


(around the time of the Ketan Parekh 
scam) to 24 per cent in 2006. 
Domestic institutions seem to have 
willingly made way for their foreign 
counterparts, with their holdings shrink- 
ing to 12 per cent from a high of 17 
per cent five years ago. Retail investors 
have not really been back to the mar- 
ket in strength since the Harshad 
Mehta scam of 1992, and their hold- 
ings have fallen from 15 per cent to 11 
per cent. 

The story is the same across 


Securities. It was an unprecedented 
move, and reportedly the first case 
ever where merchant bankers have 
gotten out of an issue after the 
prospectus was filed. 

Although no one is sure just why 
JP Morgan, ABN-Rothschild and 
SBI Capital markets withdrew at 
the last minute, the buzz in mer- 
chant banking circles suggests that 






All figures in per cent 









DOMESTIC 


RETAIL RETAIL 
INSTITUTIONS 
EU», S 15 
IE i BM » 
| 3 . 16 
m. fa 
' 33 19 16 


Source- Market 


frontline, mid-cap and small cap 
stocks. “Foreign investors are an- 
swerable to investors back home; 
they cannot go on buying," Says 
Arpit Agarwal, CEO, Dawnay Day 
AV Financial Services. And alth- 
ough—with the fundamental story 
in India staying solid—there should 
have been strong buying support 
from domestic institutions, the mar- 
ket went into a tailspin. Isn't it time 
to improve domestic confidence? 
ANAND ADHIKARI 


the three were uncomfortable with 
the original price band. The move 
caused panic: not exactly great news 
for the company, the merchant 
bankers or the investors. 

According to Deccan Managing 
Director G.R. Gopinath, his company 
had to revise some plans following 
the acquisition of new aircraft last 
December: "The cash flow position 
had changed and we had to relook at 
our business plans." While Enam and 
ICICI Securities thought it made sense 
for Deccan to go public right away, 
"the other three bankers maintained 
September was a better time," says 
Gopinath. Did the three panic and 
not want their fingers burnt? 

Whatever the reason, as a mer- 
chant banker says: "It isn't the right 
signal to send out to investors—be it 
bankers getting out, the price band 
being reworked or the date, extended." 
Now, watch out for the listing price to 
see who has the last laugh. 

KRISHNA GOPALAN 
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Widespread Podding 


An Apple-HCL tie-up should increase 
penetration, but prices still rule higher 
than elsewhere. 


APPLE'S TERRIBLE DISTRIBUTION NETWORK IN INDIA GOT 
a significant fillip with the company's recent tie- 
up with HCL Infosystems to distribute the iPod 
here. Even though this tie-up has not meant 
any reduction in the end-price of the iPod in 
India (Rs 4,000 for the 512MB iPod Shuffle to Rs 
23,000 for the 60GB video iPod), which is still 
much higher than its price in the US thanks to 
sundry duties that the government sees fit to 
charge, it does mean that legal Apple iPods will 
now be available in over 300 towns and cities 
across the country, along with a support net- 
work. This, say company officials, means war- 
ranties, after-sales service, and easy availability at 
all major music stores and consumer electronic out- 
lets. However, for the time being, you will still end 
up going to the grey market if you want those 
must-have iPod accessories like the Shure in-ear 
buds—since these bestsellers are nowhere close 
to Indian shores as of now. 

HCL has also launched www.hcllive.com, a 
website clearly inspired by Apple's iTunes online 
music store. Even though you can download 
music and videos from this site (Rs 5 per song), 
it has an extremely clunky interface that does not 
display properly on all browsers. Hopefully, Steve 
Jobs, CEO of Apple Computer, will remember the 

country he came to as a 
young man searching for 
the meaning of life and 
give us a proper iTunes 
store. Maybe a flagship 
Apple store like the one 
he just opened in 
Manhattan won't be 
such a bad idea 
either. 

So yes, the iPod 
is officially here but 
you're basically still 
better off buying 
this charmer (of 
any configuration) 
and its access- 
ories abroad. 

J. KUSHAN MITRA 
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CBEC Goes Fishing 


IT COULD TURN OUT TO BE BAD NEWS BUT WE DON'T KNOW YET. THE 
Central Board of Excise & Customs (CBEC) is awaiting responses 
from mutual funds (MFs) on what they do with the money col- 
lected as entry and exit loads in order to decide whether such col- 
lections can be brought under the service tax ambit. “Our limited 
question is whether these monies collected are in connection with 
the service provided and, therefore, taxable or not. So we have 
sought the opinion of the mutual funds themselves,” says a CBEC 
official. Another area CBEC is looking at as a possible service tax 
candidate is the fees charged by portfolio management services. 
Whether these two taxes fructify depends on the response 
from MFs who, in tum, are seeking legal opinion. The taxes could 
be imposed with retrospective effect of up to a year. Of course, 
service tax is the service provider's responsibility but name 
one area where costs have not been passed on to customers? 

SHALINI S. DAGAR 


Shopping For Ti The Doc 


TALK OF A CONSUMER ECONOMY. STARTING FROM 
toothpaste and tea to holiday packages, 
now even health care is going to be available 
off-the-shelf. PeopleHealth, a Bangalore- 
based health management and consulting 
firm, has started selling preventive pack- 
-— ages at Health and Glow (part of the RPG 
Group) outlets and at select Fitness One gyms. Next time 
you're shopping, pick up pre-paid coupons—Rs 799 gets you a 
teeth-cleaning programme for two or Rs 3,399 buys a com- 
prehensive check-up for the 40-plus. The packages can be 
redeemed at any of the 10 locations that have been selected by 
PeopleHealth, which offer all the bells and whistles of a com- 
prehensive health check without any of the trauma associated 
with large hospitals and clinics. Says G. Krishnamurthy, 
Chairman and CEO, PeopleHealth: “We want to expand to 50 
outlets across Chennai, Hyderabad, Pune and Bangalore." 
RAHUL SACHITANAND 
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The Nightmare Month 


Not a single sector managed to stand up to the onslaught of the bear, with most 


indices tanking even worse than the Sensex. 


others a predictable correction, 

but most struggled to describe 
the market's May mayhem, which 
saw it losing close to 17 per cent. 
The scary news: not a single sector 
bucked the losing trend. 

Riding pillion on a global melt- 
down, metal was the biggest loser. 
Early May, the BSE Metal Index was 
hovering close to 11,000 but by 
June 1, it had slumped to 8,200, a 
dive of over 26.4 per cent. The 
trigger: a sharp fall in the price of 
steel, zinc, copper and other metals 
at the London Metal Exchange. 

Following closely, FMCG, auto, 
small cap and rsu stocks all caved in. 
Analysts point out that stocks in 
these segments were grossly over- 
priced, so when the global tumble 
started, they corrected sharply. 

The only stocks that tried to at 
least brave the storm were rr, bank- 
ing, consumer durables and tech- 
nology, which ended on a slightly 
braver note. IT and tech stocks fell 
by 12.3 and 13.9 per cent, on the 
back of robust growth in outsourc- 
ing and a slightly weaker rupee. 
“These sectors were anyway under- 
performing,” says a Mumbai-based 
stock analyst, “so there was little 
scope for correction.” Sectors like 
banking and consumer durables 
were only slightly worse off because 
they are generally driven primarily 
by rising consumption spurred by 
income levels scaling northwards. 

And what can be learnt from 
the crash? One: Whatever goes up 
will come down; you should have 
foreseen this. Two: It’s a globalised 
world—when New York and 
London catch a cold, Mumbai gets 
the sniffles. And three: India is still 
happening—so stay invested. 


S CALLED IT A BLOODBATH, 
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A La Gard 


The plain vanilla credit card has become passé. Shop for co-branded cards if 
you want to save money. KUSHAN MITRA 


ITH CREDIT CARD SALES- 
men accosting you at 
suburban train stations 


at the end of a hard day, and 
banks simply mailing you a card 
whether you like it or not, it seems 
you just can't escape acquiring 
plastic nowadays. But have you 
ever really chosen a credit card? 
Chances are you ended up with 
one that was thrust on you more 
aggressively than most. That's 
hardly the best way to get plastic 
because while a wrong card could 
leave you a lot poorer, the right 
one could net you a fair amount 
by way of rewards or more. 

The crucial thing to remember 
while choosing cards is your high 
school mathematics, specifically the 
formula for calculating compound 
interest. Interest rates could end up 
cracking your wallet, especially in 
India where rates are among the 
highest globally. 


Scary Rates 

Most gold cards here charge an 
interest of 2.95 per cent per month. 
With the 50-day interest-free period, 
it adds up to 35.4 per cent annual 
percentage rates (APR). Compare 
this with the 10-15 per cent APR in 
the Us or the UK. Try and get a card 
from the bank where you hold an 
account because your monthly rate 
then comes down to 2.85 per cent 
(APR: 34.2 per cent). 

Banks, however, can amend the 
interest rate or even increase it to 
3.25 per cent per month (APR: 40 
per cent). Also, some high-end 
Platinum or Black cards could come 
with much lower interest rates, as 
low as 1.95 per cent per month 
(22.5 per cent APR). However, these 
low interest cards are very exclusive 





e Pr 


e Joining and annual charges might not bankrupt you, but look for the free 
cards. Make sure you read the riders though 


Check the length of the post-purchase interest-free bein: Most cni offer 
45-50 days, but in the case of customers with high amounts of revolving 
credit, this could come down to 20days — — 


Monthly interest rates range from 1.95 per ma to 3. 25 per cent. This may 
not seem like much but translates to an annual interest rate of 22.5-40 per 
cent. Choose cards with lower interest rates a Xx 


Late payment fines can range from Rs 100 to Rs 1 000 id you pay interest 
on the fines as well 


Miscellaneous charges on eventi from ATM Wf fuel surcharge, 
foreign currency payments and even train ticket purchases can add significantly 
to your bill 


Rewards can put a smile on your face—check how many reward points your card 
offers, ranging from 2 points per every Rs 100 charged to 5 points for some top- 
end cards. Also, check if your reward points can be converted to useful things like 
air miles or mobile talktime 


Co-branded credit cards offer significant discounts and rewards and are 
usually the most sensible choice. However, these discounts are only valid for 
outlets or tickets of that particular entity - 





Check card acceptability. Visa and MasterCard are อ ต่า at od อ น น ต 6. 
but American Express cards have lower acceptance levels 
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and usually issued by banks only 
to their high net worth clients, often 
by invitation only. 

Since you can't help but revolve 
credit sometimes—for instance, if 
you are hit with a huge hospital 
bill or have to purchase air tickets in 
a hurry—choosing the card with 
the lower rates does make more 
sense even if that is the paid card 
rather than the free one. 


Always A Catch 


At any rate, even the much-hyped 
lifetime free cards come with all 
sorts of riders. For instance, you 
have to charge the card within ล 
certain period (30 days) to be eligi- 
ble and have to use it at least once a 
year. And the card is free only for 
the duration of the card's lifetime 
not yours, so when you try renew- 
ing it, you might well find it's not 
free anymore. 

Then, there's surcharge. 
Whether you access an ATM (even 
the issuing bank's ATM), fill fuel or 
buy train tickets, you could end up 
paying surcharges of up to 2.5 per 
cent, based on the card. Plus, there's 
the late fee surcharge: Rs 100-1,000 
depending on the card. These 
small costs add up significantly, 
especially if you factor in the hefty 
12. per cent service tax you'll pay 
on them. Even when you revolve 
credit, you pay service tax on the 
interest outstanding, making it 
quite a usurious sum. 


Twin Advantage 

That's why it could be worth look- 
ing at co-branded cards these days. 
You might spend about Rs 500 
annually on such cards but they 
will remove the fuel surcharge or 
win you discounts at shopping cen- 
tres. As T.R. Ramachandran, 
Business Manager (Cards), Citibank, 
says: "It's important to choose a 
card that adds maximum value to 
your spends—in the form of cash- 
back or petromiles." There's more: 
talk time, air miles, or shopping 
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INTERVIEW: V. Vaidyanathan, Retail Head, ICICI Bank 


“Card Should Mirror Spending” 


What’s your advice to customers shopping for credit cards? 

Well, it's a tough choice, with so many offers out there but I think the 
story of the plain-Jane cards is over. Customers should instead go 
for a co-branded credit card because it offers a convergence of services. 
Therefore, if a customer can get a free-for-life co-branded credit card, 
without any annual fees or joining charges, it is a no-brainer. 


But isn't there a multitude of co-branded cards as well? 

A customer will have to look at what sort of spender he/she is. Do you 
buy a lot of fuel? In that case, go for a co-branded fuel card. If you fly a 
lot, an airline card would make sense, and there are cards for shopping 
as well. The choice of card depends on the customer's spending pattern. 


How important are benefits, and should customers sometimes pay for them? 
Certain cards carry a huge amount of benefits even if you pay a small 
sum of money for them. However, these only make sense if the cus- 
tomer is in a position to take advantage of the benefits. We offer a 
Travel Smart card, which has an annual fee of Rs 1,500, but the 
customer can get a 10 per cent discount on air tickets on any airline up 
to a maximum of Rs 10,000 a year. For a customer who flies a lot, this 
15 the perfect card. 


points depending on the co- 
branding you choose. 

However, these cards are usu- 
ally linked to one particular com- 
pany. So, a Citi-Jet Airways card 
can only redeem your miles on 
Jet Airways. However, if you get 
one of these cards free for life, it 
can mean significant savings, mak- 
ing it worth the trouble of using a 


particular airline/service. Free co- 
branded cards started only in 
2005, so older cardholders may 
still own paid cards. Anup Saha, 
Business Head (Credit Cards), ICICI 
Bank, advises such users to call 
and insist that their banks make it 
free: *Or else, return it and get a 
new one, which in all likelihood 
will be free." 
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EQUITY DIVERSIFIED FUNDS 





1 Prudential ICICI Blended Plan-Option A-Growth 

2 | เ | 2 Principal Global Opportunities Fund-Growth 
2 Sundaram Select Mi 
4 
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Quantum Long Term Equity Fund-Growth —  — 
DBS Chola Opportunities Fund-Cumulative 
PEER GROUP AVERAGE 


































TAX PLANNING 
1 Franklin India Taxshield 99 — ! | 
2 munde — | 


3 HDFC Long Term Advantage Fund-Growth 52 
4 085 Chola Taxsaver Fund-Growth 
5 Birla SunLife Capital Tax Relief 96 
PEER GROUP AVERAGE 

SECTOR FUNDS 

1 ป 1 Thematic Banking Sector Fund-Growth —— —— 
2 Reliance Banking Fund-Growth = 
3 _ Kotak Ti Kotak Tech Fund — ณะ ซิ 
4 ร จ ย เม SBI Magnum จ Sector Ur Umbrella-Infotech - be. 

5 Franklin Infotech Fund-Growth 
PEER GROUP AVERAGE 


BALANCED FUNDS 
i. 














1 _ING Vysya MIP-Plan A-Growth — 
2  (BOBMPfund-Growh | Turi 1 
3 /! ๒ _Birla MIP แ - MIP Il-Savings 5- Growth — 


INCOME FUNDS 

1 Franklin india International Fund — —— 
2 Benchmark Derivative Fund-Growth —— 

3 DBS Chola Income Plus-Growth ฬ ก์ 
4 Kotak Cash Plus- Growth . น 


1 DWS Money Plus Fund-Growth VM 
2 Prudential ICICI Liquid Plan-Fll-Growth = 
a. . Prudential ICICI Liquid-Super IP-Growth 

4 Templeton India TMA-Super IP-Growth _ v3 
5 Birla Cash Plus-Institutional Premium Plan-Growth - 
PEER GROUP AVERAGE 


Absolute returns percentage as of May 31, 2006 


Source: MutualFundsindia.com 
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Value-picker’s Corner 


BSE adjusted closing prices Daily market cap on BSE 
(in Rs) (in Rs crore) 
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SYNDICATE BANK; PRICE: RS 58 


SYNDICATE BANK HAS EVOLVED FROM A REGIONAL PLAYER TO A 
formidable national player, with the highest RoE (retum on 
equity) among banks. Net profits have risen 33 per cent to 
Rs 536.50 crore while income has risen 7 per cent to Rs 
4,642 crore. Staff expense savings, strong credit flow, 
high margins (it is repaying high-cost deposits) and declining 
bad loans put the bank on a growth path envied among 
mid-sized PSU banks. Also, it's well placed to handle ris- 
ing interest rates due to a large proportion of low-cost 
deposits and hedging of investment portfolio. Sejal Doshi, 
CEO, FinQuest Securities, reiterates a buy, with a target of 
Rs 90-95 for the next year. 

MAHESH NAYAK 


Trend-spotting 
Never At A Loss 


The two leaders and the two laggards among equity 
diversified funds. 





SBI Magnum Sector Umbrella-Contra-Growth —- 5599 


DBS Chola Opportunities Fund-Cumulative — 18.13 
UTI India Advantage Equity Fund-Growth 16.59 
*Compounded annualised returns as of May 31, 2006 Source: ICRA Online 


HERE'S SOMETHING TO REASSURE YOU: HISTORICALLY, NO EQUITY 
diversified fund has ever shown a loss over a five-year period. 
So, if you are in equity for the long term, relax. Cut back your 
eamings target to, say, 14 per cent CAGR, and use this time 
to buy more units. If you have Rs 1 lakh to invest, buy units 
in four lots over the next four weeks; or invest 20 per 
cent now and the rest in equated monthly buys over the next 
year. You average your costs and whether the market 
tanks more or not, you stand to win. = 

VAISHNA ROY 
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เธ of renewable energy 
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he key energy challenge facing India bidity is 
“preventing bottlenecks in energy supply from 
constraining economic growth. Due to rising 
consumption and higher world oil prices, the Indian 


Wind energy 5 yà 

..A growing concern for thé environmental degradation has led = 
government is faced with debilitating oil import costs. — to the world's interest in renewable energy resources. Wind is — 

Natural. gas is India's most important potential alternative to 4 commercially and operationally the most viable ‘renewable | 
coal. And India i is planning to make widespread use of natural gas | energy resource and accordingly, emerging as one of the largest | 
in power generation and in the industrial and residential sectors. 1 source in terms of the renewable energy sector. +} y 
Projected demand will require large volumes of gas pipeline and | | The global wind energy sector experienced another record : 
liquefied natural gas (LNG) imports. Our heavy reliance on year in 2005. ร ว: to the figures released today by the - 
highly polluting coal makes development and installation of Global Wind E Council (GWEC), the year saw the 
Clean Coal Technology (CCT) a high priority. However, CCTis. installation | f 11,531 megawatts (MW), which represents a 
expensive to implement and questions have arisen on how crease in annual additions to the global market, up from 
spread the costs of such technology. The country plans to / in the previous year. The total value of new generating 
its current nuclear capacity of 1. 7 gigawatts (GW), with ge 1 E o quipment t installed was over €12 billion, or US$14 billion. 
have 5.7 GW of nuclear generating capacity operating or ur der " — The Wind power programme in India was initiated towards — 
construction by 2000. | — AEN Hue end of the Sixth Plan, in 1983-84. A market-oriented strategy 

Experts say that India will continue to experience an è nergy jas as adopted from inception, which has led to the successful - 
supply shortfall through the forecast period. This gap has beei somn 'rcial development of the technology. The broad based = 
exacerbated since 1985, when. the country เจ ร ร ร im | x 3 National programme includes wind resource assessment 
coal. India has been unable to raise its oil production st s a y - activities; dig and แผ ว ร เล ร implementation of 
in the 1990s. Rising oil demand of close to. 10 percent per year has dem 1 
led to sizable oil import bills. In addition, the government x "S แระ of ülilities and เล ม ร der Mn of 
subsidizes refined oil product prices, thus compounding the overall infrastructure capability and. capacity for manufacture, 
monetary loss to the § government. India's rapidly growing economy | installation, operation and Maintenance of wind electric 
will drive energy demand. growth at a projected annual rate of 4. 6 zen erators; i rt. The programme aims at catalyzing i 
percent through 2010. This is the Puer incremental. energy | commercialisatio ind power generation in the country. 
demand rate of any major country. — | — Worldwi tions - Germany, USA, Denmark, Spai 

At the time when the Government of India has succeeded i in ล ส ก ส dr count for 80 per cent of the world's s s installed v wi 3 ^ 
its reform process, the economy is poised to grow at an annual | energ capacity. Wind energy continues to be the fastest growing 
rate of five" percent during 2005-2010. The reforms include renewable energy source with worldwide wind | power installed 
policies to woo foreign investors, make import duties in ๕ pacity reaching 14,000 MW. ‘fice 
compliance with WTO commitments and customize the EXIM | Wind is the natural movement brc ded the land or sea. 
policy to boost imports. Encouragingly, these policies have had a | Wind is caused by uneven heating and cooling of the earth's 
favorable impact on. India's energy sector. With declining costs in su and by the earth's rotation. And what wind electric 
oil imports, the government has promised a vibrant production in Menos do is convert kinetic inersy available in wind to 
domestic energy by facilitating conditions for private. and foreign.  electr zi 
investments. n 

Renewable energy sources offer viable options to address ~ 
the energy security concerns in a country. Today India has one | Sed can either power a pump or turn a generator, which 
of the highest potential for the effective use of renewables. electricity. % 
There is significant potential in India for generation of power ง he amount of energy produced by a wind machine depends | 
from renewable energy sources, such as wind, small hydro, แท ด เ D the wind speed and the size of the blades in the machine. In - 
biomass, and solar energy. Therefore a special emphasis has —general when the wind speed doubles, the power produced 
been laid on the generation of grid quality power from dr eases eight times. Larger blades capture more wind. As the 
renewable sources of energy. | . diameter of the circle formed by the blades doubles, the power | 
| : hit = . | incre; ses four times. A ned เณ ห์ แด l i 
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Solar energy is the most readily available source of energy. It does | 
mot belong to anybody and is, therefore, free. It is also the most | 


= Energy 


pee of the non-conventional sources of energy because it is non- 
polluting and, therefore, helps in lessening the greenhouse effect. 
_ Solar energy has been used since prehistoric times, but in a most 


primitive manner. Before 1970, some research and development was | 
| “carried out in a few countries to exploit solar energy more efficiently, | 











t most of this work remained mainly academic. After the dramatic 
- rise in oil prices in the 1970s, several countries began to formulate 
extensive research and development programmes to exploit solar 
energy. 

When we hang out our clothes to dry in the sun, we use the energy 
of the sun. In the same way, solar panels absorb the energy of the sun 
to provide heat for cooking and for heating water. Such systems are 
available in the market and are being used in homes and factories. 


the world will be using solar energy as the trends in USA and Japan 
show. In India too, the Indian Renewable Energy Development 
Agency and the Ministry of Non-Conventional Energy Sources are 
formulating a programme to have solar energy in more than a million 
households in the next few years. However, the people's initiative is 
essential if the programme is to be successful. 


sunshine, especially in the Thar desert region. This zone, having 
abundant solar energy available, is suitable for harnessing solar 
. energy for a number of applications. In areas with similar intensity of 
- solar radiation, solar energy could be easily harnessed. Solar thermal 






- domestic purposes. A 140 MW integrated solar power plant is to be set 
ง Md in Jodhpur but the initial expense is incurred is still very high. 
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l Interview with D. G. Kamath, 


| Head - Marketing. ENERCON (INDIA) LTD. 
x Where does India stand on the global map in harnessing "Wind" as an 
.| alternate source of energy when compared to other developed countries? 
India is positioned 4th Globally with an installed Capacity of around 
| 5300MW, next only to Germany, Spain and USA. Growth in Indian Market is 
| primarily driven by the fundamental factor of Wind Energy being an alternate 
| LOW COST source of power - not affected by the Volatile Energy Market in 
terms of Price and Availability. 

What are the reasons for India not being able to make much headway in 
wind energy? 

India has made tremendous headway in Wind Energy as is borne out by 
the fact that the average annual growth during the last 4 years is 32% as 
against 23% of Top 10 Countries in Wind Power, globally. India has 
contributed significantly in driving the Global growth rate and will continue 
to do so in the years to come. 
| What are the benefits of wind energy deployment available compared to 
. | other forms of power particularly with reference to India? 

* Natural & Inexhaustible resource - freely AVAILABLE 

* Clean Power with ZERO emissions 

* High Conversion Efficiency of Energy - Comparable with Conventional 
fuels 

* Short GESTATION Periods 

* Modular Implementation that can add required capacities to match 
Consumption needs and / or Financing schedules 

| * Combats Climate change - Earns Carbon Emissions Reduction Credits 
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energy is being used in India for heating water for both industrial and | 





In the next few years it is expected that millions of households in | 


India is one of the few countries with long days and plenty of | 


| 
| 
| 
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| Large scale solar energy farms of 





Solar energy can also be used to meet our electricity requirements. 
Through Solar Photovoltaic (SPV) cells, solar radiation gets 
converted into DC electricity directly. This electricity can either be 
used as it is or can be stored in the battery. This stored electrical 
energy then can be used at night. 

President Abdul Kalam in his address at the inauguration of The 
South Asian Conference on Renewable Energy in New Delhi in April 
2006 said "that for meeting the development targets of India our 
power generating capacity has to increase to 400,000 MGW by 2030 
from the existing hundred and thirty thousand Megawatts of power. 
This has got to be achieved through 
three different sources namely hydel 
capacity, nuclear power and non- 
conventional energy sources | 
primarily through solar energy. 


100's of megawatts capacity in 
certain number could contribute 
around 55,000 MW. 

Research has shown that the 
Gallium Arsenide (GaAs) based PV 
cell with multi junction device 
could give maximum efficiency of less than 30%. Hence it is essential 
to launch a research mission on Carbon Nano Tube (CNT) based PV 
cell which has got higher level of promise in efficiency, Our scientists 
have to take up this challenge and come up with the development of a 
CNT based PV cell with an efficiency of at least 50% within the next 
three years so that it can go into the commercial production within 
five years." 

Hopefully, this will one day be achieved and India can take to 
using renewable sources of pare? 
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๑ Provides idigi against price volatility of fossil fuels 

9 Helps in reducing the Energy Shortage - Improves the Power Scenario in 
India 

* Apart from Economic ๕ Environmental impacts, Wind Power provides the 
impetus to our pursuit for Energy Security & Energy Independence 

Energy experts feel that deployment of wind energy requires additio 

cost compared to other forms of power. Is this not a hindrance 

Energy experts do not feel so. They recognize the fact that cost of wind 
power is increasingly competitive with conventional forms of power. 
considering the economic impact of volatile and increasing fuel prices. With 

Crude at $74 per barrel and possibility of $100 levels looming large - with 

Natural Gas low on availability and high on price volatility, it is wind power 

that gives the comfort and confidence of gaining control of this most critical 

input cost. If the environmental and social costs of power generation are 
factored in - and rightly so - wind power generating cost is the lowest as 
compared to any other form of power generation. 

What is the future potential for Wind Power in India. 

Mapped potential of wind power in India is 45000MW and with only 11% 

exploited on date, future potential is huge. 

* With all the inherent benefits of Wind power having been demonstrated 
worldwide and in India, 

* With the increasing need and demands of the environment to generate clean 
power, 

* With the Electricity Act 2003, recognizing these aspects and making it 
mandatory for Distribution Companies to purchase a minimum percentage | 
of Renewable energy and the future growth of Wind Power in India can be 
nothing but phenomenal. 
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{NY Nuclear Power Corporation of India Limited (NPCIL), Ep 
a company wholly owned by Government of India, is responsible for design, 
construction, commissioning, operation, maintenance and refurbishment of 
Nuclear Power Plants in India. NPCIL has the authorized share capital of Rs. 15,000 Crore 
and paid up capital of Rs.10,145 Crore as onSeptember 30,2005 


Presently in Operation Uninterrupted Run 


15 Nuclear Power Reactors (BWRs & PHWRs) Unit 1 of Kakrapaar Atomic Power Station ( KAPS-1) 
3360 MWe Capacity recently completed an uninterrupted run of one year 


Environmental Management System Safety Record 


Nuclear Power Stations in India are certified for Safety record of Nuclear Power Plants has been excellent 
iE... 59850-14001... - | over the nearly 250 reactor years of operation. 


Financial Performance Rating Public Sector Units (PSUs) 


NPCIL is a profit making company with consistent NPCIL is ranked : 


ewigen PAINS. ๑ The best amongst all PSUs (of Government of India) 
Credit Rating with turnover of more than Rs.10,000 Mn. 


NPCIL bonds have been given 'AAX credit rating * The best amongst all PSUs (of Government of India) 
. (denoting highest safety) by leading rating agencies. in เท ย ไร ห ร ด ร ว 


Reactors Under Construction 


4 | 


























































Setting Benchmark in Construction Time 


540 MWe Tarapur Atomic Power Plant Unit - 4 achieved 
Criticality within five years from the first pour of concrete 
comparing well with the international benchmark. The unit 
started "commercial operation" from September 12, 2005. 
Tarapur Unit-3 achieved criticality on May 21, 2006, ahead of schedule 


Projected Total Nuclear Power Capacity 


10,280 MWe by year 2012 
20.000 MWe by year 2020 


International Recognition 


Kakrapar Atomic Power Station (Unit-1) was rated world's 
best PHWR based on gross capacity factor for the period 
October 2001 to September 2002. 

Peer Reviews 

NPCIL plants have been peer reviewed by WANO. 


Indigenisation 


NPCIL has developed under single umbrella comprehensive 
indigenous capability in all facets of nuclear technology, 
including siting. 


Renovation and Modernization 


En-masse coolant channel replacement in Rajasthan & 
Madras Power Stations was carried out successfully. 
Successful replacement of Steam Generators of Madras-182. | 





Eight Nuclear Power Reactors consisting of PHWRs 
(1 x 540 MWe and 4 x 220 MWe), PWRs (2 x 1000 MWe) and FBR 
(1 x 500 MWe)" aggregating 3920 MWe are under construction 

at different locations in the country. 
("Being implemented by BHAVINI). - 


. Capacity Addition Planned 


760 MWe by March 2007 
6160 MWe by March 2012 


International Co-operation 


India is a member of several international agencies viz : 
IAEA, WANO, COG and WNA and regularly participates in 
their programmes. 

2 x 1000 MW e VVER type reactors are being set up in 


Closing the Nuclear Fuel Cycle 


India is among the few countries who have mastered the 
technology from prospecting and mining of nuclear fuel to 
_ reprocessing and safe disposal of radio-active wastes. 


Life Extension Programmes : 


Repair of Over Pressure Relief Device (OPRD) in 
Rajasthan-1, Core Shroud Inspection of Tarapur-1 & 2, 
BWR type Tarapur-1 & 2 operating for over 35 years. 



















































































vA Nuclear Power Corporation of India Limited 
(A Government of India Enterprise) 
Vikram Sarabhai Bhavan, Anushakti Nagar, Mumbai - 400 094. INDIA 


Website : www.npcil.org 
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BECKONING CAREERS 


First Day First Show 


The Class of 2006 management grads have just joined their new jobs. How are they coping? 
What are their goals? And what do their employers think of them? Here are the answers. 
BY RAHUL SACHITANAND, RITWIK MUKHERJEE AND SHIVANI LATH 


T HAS BEEN THREE MONTHS 

since the curtains fell on this 

year's placement season at 

management institutes. Most 

of the freshly minted MBAs 
are now gingerly finding their feet 
in a world far removed from aca- 
demia. The change in atmosphere 
can be daunting—even for brash 
and (often over-) confident man- 
agement grads. That’s why almost 
every recruiter has a formal ind- 
uction process to ease their entry 
into corporate life. “Most new rec- 
ruits understand merit to mean 
high grades. In live business situa- 
tions, however, merit means some- 
thing totally different—it’s all about 
timely delivery and team work,” 
says R. Ramkumar, Head of Hum- 
an Resources, Icic! Bank, which 


hired 85 MBAs this year from : 


leading institutes. 

But despite this, many of the 
recruits are in a hurry to go live. 
Says Anna Abraham, a double 
major in finance and marketing 
from the Indian School of Business, 
who joined Kotak Investment 
Banking as an Associate (entry level 
designation) on May 15: “I’ve been 
here two weeks and I'm already 
working on a live deal and meeting 
clients. My superiors are very clear 
that performance is all that counts." 
This practice of throwing new rec- 
ruits into the deep end is what 
makes Kotak Investment Banking 
an attractive employer. “Comp- 
etition was very stiff this year, but 
our reputation for introducing new 
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RECRUITER | 


Kotak Investment Banking’s Srivastava: Competition on campuses was very stiff this year 


What New Recruits Want 


Proper systems to ease transition from campus life to professional life 
The opportunity to gain as much knowledge as possible 

A bird's eye view of their company/sector/industry 

A chance to interact with clients 

An early introduction to live projects 


What Recruiters Want 


e Seamless integration into the company's culture 

e Smooth and fast transition from academic environment to live business situations 
e Atleast a 5-7 year job tenure 
* 
* 


eo ๑ ๑ 9 


An effort by recruits to familiarise themselves with sector 


An effort by recruits to familiarise themselves with the systems and 
methodologies they will use in the course of their work 


A rigorous induction and training programme is often 
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Kotak Investment Banking's Abraham: Working on a live deal is what counts 








RECRUIT 


PwC's Roy: Transition from campus to office has been smooth 


recruits to live projects was what 
drew our recruits towards us," says 
Yogesh Srivastava, Vice President 
and Head of Human Resources, 
Kotak Investment Banking, which, 
like most other top-notch rec- 
ruiters, also has an elaborate and 
rigorous induction and training 


programme to ease freshers into 
the organisation. 

And these programmes aren't 
just routines thought up by HR per- 
sonnel to justify their own existence. 


They are often a new recruit’s first 


point of contact with India Inc from 
the inside. Debopam Roy, an 


= RECRUIT | 


VY NINVHS 


ไจ เพ ร จ ม 


alumnus of the Indian Institute of 
Technology (rr), Kanpur, and the 
Indian Institute of Management 
(M), Calcutta, was suffering from 
pangs of anxiety in the weeks lead- 
ing up to his first day at Price- 
waterhouseCoopers (PwC). “I was a 
little worried initially, but I’ve set- 
tled into the job over the last mon- 
th,” he says, adding that the “tran- 
sition from campus to office has 
been smooth and without any rude 
wake-up calls". 

PwC, which hired 50 MBAs this 
year, has a structured 5-day train- 
ing capsule for new recruits. Says 
Santanu Banduri, HR Head, pw 
India: “We send all of them to our 
Global Training Centre in Kolkata 
(outstation candidates are given 
air tickets along with their offer 
letters) for our ‘Gem Level Trai 
ning', after which they are put in 
one of our Strategic Business Units 
for on-the-job training and fam 
iliarisation with Pw« 
gies." The goal: *to make them 
real problem solvers," says Banduri 

The information technology 
sector is another magnet for fresh 
MBAS. Says Debanshu Sarkar, an 
iM Ahmedabad alum, who joined 
Infosys Technologies last month: “| 
was drawn to the company by its 
strong culture of ethics and cor 
porate governance; but the opp- 
ortunity to interact with Tier | 
clients and, consequently, being 
able to build an international- 
focused career were also big moti- 
vators." Sarkar says his "short-term 
goals are to gain as much knowl- 
edge as possible about systems, 


methodolo 


processes and issues so that I’m 
able to add value to all my inter- 
actions with clients and colleagues". 

Abhishek Dhingra, a graduate 
from Pune's Symbiosis Centre for 
Management and Human Resource 
Development, received a pre- 
placement offer from Infosys’ cross 


a new recruit’s first point of contact with India Inc. 
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RECRUITER 


T ad 


ICICI Bank's Ramkumar: Merit is no 
longer about high grades, but delivery 


town rival Wipro for its financial 
services business. *I had worked 
with i-Flex as a programmer before 
doing my MBA; | wanted to move 
from the narrow focus of code- 
writing to a management and con- 
sulting position," he says, adding 
that Wipro made him the offer on 
the basis of his strong perform- 
ance during his 2005 summer 
internship with the company. “I 
was put on live projects even dur- 
ing my internship and was enc- 
ouraged to actively contribute to 
my team; so I expected to be put 
on live projects soon after joining 
full-time," he says. Incidentally, 
both Wipro and Infosys place fresh 
MBAS on live projects within a 
month of their joining. Meanwhile, 
Dhingra is setting himself up a 
long-term player. His professional 
goal: learn the ropes of the banking 
and financial services business; then 
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RECRUIT 


Infosys' Sarkar: Focus on a global 
career is a big motivation 


gradually move into roles that entail 
handling greater responsibility. “I 
will be based in India, but I hope to 
travel extensively to get an idea 
of the global financial services mar- 
kets, especially in North America 
and Europe," he says. 

Wipro, unlike many if its peers 
in the 11 industry, does not restrict 
its recruitment strategy to only the 
IIMs, ISBs and the xi Ris, and often 
makes aggressive pre-placement 
offers to students at institutions 





such as Symbiosis. “We have a 
record of hiring people from these 
colleges and developing them into 
team leaders," claims Keerthi 
Chandrashekhar, General Mana- 
ger, Talent Engagement and 
Development, Wipro Technologies. 
This year, for example, it recruited 
about 120 MBAs, several of them 
from Tier II institutes. They are 
given a year to comprehensively 
understand their businesses and 
only then are their performances 
judged, he says, adding: “We also 
put them through two-to-four 
weeks of training before placing 
them on live projects." 

Ashneer Grover graduated from 
IIM-A this year and joined Kotak 
Investment Banking. It’s his first job 
“but I feel no anxiety as this place is 
very open and we can seek help 
from everyone", he says, adding that 
it helps to have seniors from campus 
working in the same company. This 
results in informal mentoring of 
freshers and helps them to inte- 
grate seamlessly into their 
employer's culture. 

Interestingly, none of the fresh- 
ers Business Today spoke to app- 
roved of frequent job hopping. 
Abhishek Sourav, an 1IM-C grad 
who joined pwc last month, is just 
settling into his job. “I’m thinking 
of the long term,” he says, “that 
means I'll certainly remain with 
PwC for the foreseeable future." 
This is in sharp contrast to the im- 
age MBAs have developed of being 
compulsive job hoppers. “Quick 
shifts and rotations make individ- 
uals superficial. Only people who 
stay in the same company for five- 
to-seven years develop the maturity 
and the perspective to understand 
all the aspects of the job,” says 
ICICI's Ramkumar. 

Does that mean the typical MBA, 
and the job market itself, is maturing? 
Maybe. But just as the proof of the 
pudding lies in the eating, it’s best to 
suspend judgment on that at least till 
the next job offer comes along. 


bPO Jobs Are Hot 


The outsourcing boom will continue to generate 
employment for thousands of people. 


jobs. But which specific verticals within the 

overall business process outsourcing-knowledge 
process outsourcing (BPO-KPO) sector are the hottest 
among the hot? Says Raman Roy, CMD, Quattro, and 
one of the pioneers of the Indian outsourcing story: 
"Banking, financial services and insurance and tech- 
nology account for around 70 per cent of the total BPO- 
KPO business and all these are booming.” Pharma- 
ceuticals and life sciences is another vertical growing at 
a frenetic pace. Together, these verticals are expected 
to add 60-70 per cent ofthe more than 100,000 jobs 
that will be created across verticals in the voice segment. 
Adds Ronesh Puri, Managing Director, Executive 
Access, a leading search firm: "Several niche players are 
also entering this space." Neither Nasscom nor Gartner 
had the disaggregated figures for individual segments. 
Roy and Puri are emphatic that no segment within the 
BPO universe is slowing down. “Individual verticals 
are either hot or static," they say. 


T HE INDIAN ITES SECTOR IS CREATING THOUSANDS OF 
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The Big Picture 
Vertical Companies Status 
‘Finance & Accounts Genpact, ACS, Amex, WNS, Wipro, Hot 
— EXL HCL, Nipuna e 
Insurance WNS, Genpact, EXL, IBM Daksh, Progeon, Hot 
Nipuna, Wipro 
HR, Administration Hewitt, WNS Hot — 
Customer Interactions IBM Daksh, Genpact Steady 
Telecom Convergys, HCL, Nipuna ‘Steady 
Hinduja TMT, Convergys, Nipuna, Hot 


Healthcare 
PERE Wipro 


COUNSELLING 


HELP 
TARUN! 


Q: | am a 23-year-old engineering (production) second-year 
student. Due to family pressure, | joined this field. | am 
thinking of quitting engineering and pursuing courses in food 
processing, export-import management and stock mar- 
Stock market and food processing are two different 
fields. So, you need to decide what you want to do. I 
would suggest you complete your engineering and opt 
for an MBA after that. This will help you in the food 
processing business. Or, you could do a cra if you want 
to be in the financial services. 





Q: | am a 34-year-old entrepreneurial consultant with 12 
years of work experience, in India and abroad. I've done 


Masters in Civil Engineering. | wish to start a consultancy. 


of my own, but don't know how to go about it. 

You have not mentioned what kind of consultancy 
you want to start. At the same time, setting up a 
consultancy business on one's own is not easy. You 
need to have a good network of contacts to help 
you get assignments. You also need to estimate your 
expenses and work out out whether your income will 
be able to cover all of those. Factor in the fact that 
clients will not necessarily pay on time and, therefore, 
cash flows may not be satisfactory. Lu ru 
Answers to your career concerns are contributed by Tarun Sheth = 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US — 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! — 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, | 
Jhandewalan Extn., New Delhi—1 10055. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Dew Enterprises Ltd., GM/ 

M/ AGM, Hyderabad, 

-50 Years, 380620 

be responsible to provide leadership 
direction to the team in fulfilling the MIS 
requirements, to interact with various user 
[is across the globe to find out the need & 
pportunitics for automation of processes, to 
architect a technical solution based on the 
e study ete. 










D2S Infrastructure, Project Engineer, 
ammu, 10-45 Years, 2079068 
candidate must have knowledge of cantilever 
construction technology. Must have 
“completed construction work of bridges of a 
minimum span of 100 metres length. 


ONI Enterprises, Chief Security, 
Kolkata, 17 - 27 Years, 2074421 
Job involves sharp handling of all factory 
igence & security issues in their variety 
roe within the factory & outside the factory 
premises that may effect the efficient 
functioning of the factory & hence the 
organisation. 









).S.T.S Mandal's College of 
, Professor, Sholapur, 

10- 35 Years, 2084479 

Should have relavant teaching or industrial 
experience as per AICTE. Relevant teaching 
and research skills for teaching at all levels of 
Pharmaceutical education are desirable. 


Shree Laxmi Associates Pvt. Ltd., 

Manager- - Purchase, Delhi, 

pe- -30 Years, 2065503 

“Must have deep understanding of pricing 

pus of the crop and understanding of 
systems and exposure to share market 

tf commodity exchanges is a necessarily. 


ae Teleservices Pvt. Ltd., Vice 
: ident - Services, Chennai & 
yderabad, 10 - 30 Years, 2057219 

ad the initial recruiting & oversee the work 
f managers, supervisors, & individual 
"contributors, complete accountability for 
planning & establishment of facilities, IT 


cture, & HR Services to the meet 
er nceds. 






To know how to apply for these jobs, go to finance jobs 


Tayo Roll Limited, Head of 
Marketing Department, Jamshedpur, 
20 - 30 Years, 2074273 

Will be required to lead a team of Marketing 
personnel for marketing of Cast Iron Rolls for 
metallurgical & non-metallurgical industries, 
Forged Steel Rolls, Special Castings and Pig 


Iron. 


Changepond Technologies Ltd., Lead 
Sys/ Network Admin, Chennai, 

7 - 20 Years, 399293 

Candidate should have experience in handling 
Windows, Linux, Unix servers and 
Webservers such as HS, Apache, Tomcat. 
Experience in configuring switches and 
routers is a must. 


Carlton Energy Services, Tendering 
Manager, Other India, 10 - 25 Years, 
2086568 

The candidate must have strong experiance, in 
tendering, preparing prosals, cost estimation 
and with reputed companies involved in 
execution of Turn key project involving oil & 
gas facilities, refineries and petrochemical 
plants, 


WNS Global Services, Senior Vice 
President, Pune, 10 - 25 Years, 2048686 
Candidate must have deep understanding of 


the industry or back office accounting 
including - QA, MIS, SLA etc. 


Essar Group, Head - Human 
Resources, Bhubaneshwar, 

15 - 25 Years, 2057539 

Should have experience in all aspects of HR, 
including manpower planning, recruitment, 
compensation & benefits, performance 
management, developing and administration 
of rewards & recognition programmes, etc. 


Singhi & Associates Advisors Pvt. 
Ltd., Chief Operating Officer, 
Mumbai, 15 - 25 Years, 1927886 
Candidate must have experience with 
Investment Banks/Consulting Firms/ FIs/ 
Large Corporates having Multi-functional 
activities, etc. Knowledge of Company Law, 
SEBI guidelines and overall regulatory 
environment would be an additional asset. 


3] Tech, General Manager - Civil, 
Chennai, 20 - 25 Years, 2080592 
Responsible for development of civil tenders 
for various projects, detailed specification of 
the works involved, draw out schedules for the 
timely completion of the projects, monitoring 
the project activities like construction, etc. 


Suzlon Energy Ltd., General Manager 
- Corporate Administration, Pune, 

20 - 25 Years, 2066761 

Responsible for setting up and implemenung 
various policies regarding administration and 
related matters, property management, 
purchase agreement, rental, electricity & 
brokerages, management of admin related 
AMCs, service contracts and monitoring 
payments, 


Pharma Focus, Production Manager, 
Aurangabad, 15 - 22 Years, 2074149 
Candidate will be responsible for planning & 
coordination of production activities, 
coordination with other departments like 
store maintenance, personnel, purchase & 
Q.A. / Q.C and to achieve production targets 
in terms of quantity and quality. 


Soft Link International Inc., Delivery 
Head, Mumbai, 

15 - 21 Years, 2054242 

Responsible for project delivery, timely 
delivery of various projects for various clients 
of the business unit, project budgeting, 
feasibility, planning, technical requirements 
of projects with the project manager and will 
need to plan resource requirements with 
resource managers. 


Oracle India Pvt. Ltd., Sr. QA 
Manager, Bangalore, 10 - 16 Years, 
1995969 

The candidate will be responsible for 
managing a team of automation framework, 
tools deployment, and industry-standard 
system test. 


Desiccand Rotors International Pvt. 
Ltd., Asst. Vice President 
Engineering, Gurgaon, 14 - 20 Years, 
1940272 


Must have experiece in engineering design of 


HVAC ๕ R systems. 


listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


C-—- 0 


M/s Winfoware Technologies, Core 
Java (Telecom Testing), Bangalore, 

2-4 Years, 2074622 

Looking for candidates who are having 
exposure to core java programming skills, 
systems exposure. Understand telecom 
applications, test engineering understanding, 
test scripting, usage of test tools etc. 


Net Infotech System, Network & 
System Engineer, Kolkata, 

1-5 Years, 2058025 

Experience in windows XP, Server 200 & 
2003, Exchange server, Cisco Router 
Configuration, RAD Modem Configure, 
Networking devices and related trouble 
shooting of user problem, installation of linux 


server is preferred. 


Satyam Computers Services Ltd., 
Oracle Applications - Technical, 
Hyderabad, 2 - 5 Years, 1978146 

Must have sound knowledge on Oracle e- 
Business Suite 11i, customization and upgrade 
methodologies. Familiarity with Oracle AIM 
and EPMM methodologies; Expertise in any 
one application modules of financial, 
distribution, manufacturing, CRM, process 
manufacturing and HRMS. 


RR Softs, Developers Telecom, Goa, 1 
- 4 Years, 2058040 

Candidate must have detailed understanding 
of STDs like MMS/EMS/SMS/IM. Should 
be good at design and implementation of 
embedded application like MMS. 


Core Objects India Pvt. Ltd., Java 
Developer / Tech Lead, Bangalore & 


2 Pune, 4- 9 Years, 2073553 


Should have hands on experience in Java, |2ee, 
Hibernate, Struts, Swing, UML, Java script, 
XML, HTML & Web Services. 


Cyborg Technologies, Test 
Development Engineer, Hyderabad, 

2 - 6 Years, 2051168 

Job involves developing and executing test for 
an advanced Network Attached Storage 
(NAS) product. Candidate must have 


experience in testing of kernel software and 
test automation in a UNIX/Linux 
environment using bash and perl. 


To know how to apply for these jobs, go to finance jobs listing page. 


SDG Software India Pvt. Ltd., System 
Security Engineer, Delhi & Noida, 2 - 
6 Years, 2082374 

The ideal candidate must have exposure of 
MAM, Tivoli, SMART, Unix, Linux, Solaris. 
Must be good in implementing & maintaining 
security systems for hardware & software. 


BSR IT Solutions Pvt. Ltd., Senior 
Engineer, Bangalore, 5 - 9 Years, 
2070814 

Responsibilities include testing new software 
& hardware releases at system lab, tier 3 level 
technical support on SONET / DWDM to 
operations team, resolve all trouble issues that 
get escalated to tier 3 within the required 
timeframe. 


Cogent Techsol Pvt. Ltd., Middleware 
Support Engineer, Mumbai, 2 - 5 
Years, 2061664 

Attend design review meetings to assist with 
the creation of the development 
environments for application development 
projects, work with the technical architecture 
group to review architecture overview 
documentation and determine the tools. 


Score Information Technologies Ltd., 
Customer Support Engineer, 
Chennai, 1 - 4 Years, 2083843 

Role involves trouble shooting of hardware 
and software, handling day to day operation in 
regional centre, collection of revenue 
generation from Chennai regional center. 


Patni Computer Systems Ltd., 
Mainframe Openings, Bangalore & 
Chennai, 3 - 7 Years, 2058749 

The desired candidate must be skilled in 
Cobol, DB2, Xpeditor etc. He should have 
ability to communicate with International 
clients, attend client meetings/conference 
calls etc. 


Copper IT, Delivery Manager - Oracle 
Apps, Bangalore & Chennai, 14 - 18 
Years, 2043798 

Delivery of large ERP projects (preferably 
implementation and maintenance of 
PeopleSoft, Oracle apps) strong in quality 
processes, people management and client 
interaction skills. 


Hurix Systems Pvt. Ltd., Flash 
Programmer, Chennai, 

1-9 Years, 2062009 

Candidate with good knowledge in 
accessibility softwares related with Flash 
Action Scripting and thorough knowledge 
about Section 508 Compliance to provide end 


to end solutions. 


Actis Technologies Pvt. Ltd., Project 
Engineer, Hyderabad & Mumbai, s 
1-5 Years, 2076738 " 
Prepare drawings in coordination = 
AutoCAD operators, check the 
received by HO with quantity ordered 
client, make schedule to execute or agp 
the assigned project etc. 


Subex Systems Ltd., Co 

Team Lead, Bangalore, 5-6 Years 
2053865 

Lead the team of configuration, timely 
delivery of the projects, support 
configuration team members on chin 
matters when needed etc, 


Hewlett Packard, Software Engineer, 
Bangalore, 2- 6 Years, 1913771 

Responsible for the quality and completeness 
of assignments, including investigation tasks, 


initial design, development, bug fixing, quality 
engineering, documentation and general 


product maintenance, ete. 


+ 


Binary Semantics Ltd. , Web Designer, 
Gurgaon, 0 - 2 Years, 2064105 | 
Candidate is required to design and develop: 
applications for our US based projects. Must 
have experience in designing, HTML, 
DHTML, JavaScript, photoshop etc. 


Venture SoftTech India Pvt. Ltd., 
Peoplesoft Professionals, Bangalore, 
4-10 Years, 1980834 

He/ She is responsible for one of the 
engineering teams and the quality & value of 
its work & communications with other teams. 
Candidate should have done atleast 2 
upgrades in HRMS from version 7 to version 8 
& atleast one upgrade in version 8.9. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


‘Avnet India Pvt. Ltd., Product 
ting Engineer, Bangalore, 

2-4 Years, 2088460 

ill promote assigned passive components 
lines independently to achieve & surpass 
budgeted numbers, build excellent 
relationships with the IP&E suppliers & 
egotiate price on a routine basis to match 


sales team expectation in closing the orders, 
etc. 

Inter Globe Technologies, Manager - 
, Delhi, 7 - 10 Years, 420469 
Responsible for managing the sales funncl 
with focus on targeted closure with a mix of 
mew & existing relationships, creating new 
"business opportunities, explore new markets, 
execute direct marketing campaigns ๕ 
creating new accounts. 

ife (Life Cell), Direct Marketing 
tive, Bangalore, 0 - 3 Years, 
2071976 

Bob. involves creating awareness about the 
‘concept amoungst the expectant parents. 
Meeting them, making presentations on the 
‘concept, counseling, convincing, meeting 
‘doctors building rapport with them, & 
buliding trust about the concept. 


Itracecourse.com, Sales Executive 
with Hardware Products Marketing, 
Hyderabad, 1-3 Years, 2090893 

Should have experience in sales & marketing 
of PCHarwadre products/ printers/ 
‘scanners/Fax Mechaine/computer 


‘periperahals. 


White October Technologies Pvt. 
Ltd., Audio Visual Technical 
"Marketing Manager, Chennai & 
Delhi, 5 - 10 Years, 2082325 

Responsible for the total system level solution 
definition or complete outbound technical 
marketing cfforts, lead the technical 
marketing function in a cross-functional team 
for various services, etc. 


Reliance Infocomm Ltd., Cluster 
Marketing Executives, Chennai & 
Coimbatore, 3 - 4 Years, 2090800 

Job involves develop all forms of trade 
communication to channel. This will include 
below the line communication for collateral, 
| promotions, events, etc. 














ESS DEE Nutec Infinites Pvt. Ltd., 
Territory Sales Manager, Delhi & 
Gurgaon, 1-5 Years, 2072039 

The candidate has to complete the target 
assigned to him. The candidate would have to 
report his seniors i.c. the ZSMs (Zonal Sales 
Manager) and the RM (Regional Manager) and 
can also seek help from them. 


S.P Digital Productions Pvt. Ltd., 
Marketing Executive for Space 
Selling, Ludhiana, 0 - 3 Years, 2065473 
The desired candidate will be evaluating 
market for new products, implement defined 
marketing strategies, achieve targeted sales, 
ensure increase in marketshare etc. 


Minda Industries Ltd., Member - 
Marketing, Chennai & Pune, 
3-6 Years, 2064554 


Job responsibility includes handling matters 


regarding QCDD with customers, gathering 
information on new developments at 
customer end, sales as per budgeted etc. 


Odyssey Technologies Ltd., Head - 
Marketing, Chennai, 10 - 15 Years, 
2079974 

The candidate must have In-depth 
understanding of the marketplace, trends, 
customer requirements and overall landscape 
to drive policies and programs. Must be 
expertise in market research, business 
planning, advertising and consumer 
promotion. 


Corporate Executive Board (I) Pvt. 
Ltd., Business Research Analyst, 
Delhi, 1-2 Years, 1915169 

Responsibilities include utilization of internal 
resources and secondary literature to identify 
networking contacts for members interested 
in knowledge-sharing conversations, creation 


Canara Generator & Acoustics Pvt. 
Ltd., Marketing Executive, 
Bangalore, 1-2 Years, 2078982 

The ideal candidate is reponsible to market 
DG set, accoustic enclosure, specialised panel 
boards, chimney & other related products, 


Scan Infotech Pvt. Ltd., Regional 
Sales Manager , Bangalore & 
Chennai, 3 - 30 Years, 2055112 

Will be entirely responsible for mecting sales 
targets, sales forecasting, total sales activity, 
starting from suspect identification and 
project presentations, etc. 


Bar Code India Ltd., Sales Manager, 
Delhi & Mumbai, 3 - 5 Years, 1916213 
Job involves direct sales functions of our IT 
solutions to various verticals like retail, 
manufacturing, logistics, healthcare & service 
sectors, achieving profitability, building 
creditability, & meeting revenue targets. 


Netsoft Informatics Pvt. Ltd., Vice 
Pesident - Sales, Bangalore, 

8 - 12 Years, 2074263 

Will work with current customers, markcting, 
operations and founding team to define 
appropriate market opportunities, build the 
team and operating processes to capture 
identified market segments, ctc. 


Pioneer Online Limited, Senior 
Marketing Executive, Hyderabad, 
2-6 Years, 2081602 


Role involves creation and management of 
business in a professional manner so as to 
achieve business results while ensuring 
customer satisfaction and employee 
satisfaction, account management and client 
relationship ete. 


Bajrang Extraction Pvt. Ltd., 
Marketing cum Sales Manager, 
Indore, 5 - 15 Years, 2074295 

The incumbent will have to oversee and be 
accountable for the performance of sales 
activities independently. Should be conversant 
with all aspects of and in particular sales and 
distribution factors related to consumer 
goods selling. 


CG-CoreEL Programable Solutions 
Pvt. Ltd., Inside Sales Executive, 
Bangalore, 1-3 Years, 2073004 

Follow up on new leads and referrals resulung 
from field activity, identify sales prospects, 
prepare presentations, proposals, and sales 
contracts, establish and maintain sales 
materials and current product knowledge. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Hures Capital, Assistant Manager- 
Manager Taxation, Delhi & Gurgaon, 
2-6 Years, 2074705 

Advising companies on tax and regulatory 
issues and ensuring that statutory compliances 
arc undertaken, preparing tax computations, 
tax returns and withholding tax returns. 


Panoramic Group of Companies, 
Audit Officers, Mumbai, 

2-5 Years, 424023 

Must have thorough knowledge in accounts, 
finance, auditing, The candidate must have 
capability of handling crises independently 
and the flexibility to work. 


Suzlon Energy Ltd., Senior Manager 
/ AGM - Accounts, Pune, 

4 - 12 Years, 2073176 

Person should have experience in accounts, 
costing, MIS, internal audits, finalizing a 
monthly /quarterly/yearly balance sheet and 
othet accounting activities. 


IntraSoft Technologies Pvt. Ltd., 
Finance Payroll, Kolkata, 0 - 2 Years, 
2072166 

The accountant will be responsible for PF, 
ESI, payroll process and preparing the books 
of accounts and analyzing the information to 
determine the financial activities (assets, 
liabilities, profit and loss, tax liability etc) 
within the organization. 


Cybizcall (International) Ltd., 
Finance Controller, Delhi & Gurgaon, 
5-13 Years, 2071368 

Establish and maintain procedures for the 
closing of books and producing of monthly 


_and annual financial statements, Assist with 


Accounts Payable and other Financial / 
Accounting procedures and perform various 
financial analysis and aid in decision-making. 


Vinergy International Pvt. Ltd., 
Accounts Officers / Executives, 
Mumbai, 1 - 15 Years, 2061100 | 
Role involves handling routine accounting 
entries, preparing Bank Reconciliation 
Statement, finalisation of accounts, handle 
taxation matters including Service Tax, TDS, 
VAT,FBT, etc. 


Enhance the reach of your resume 


Let your resume reach 1200 Top Consultants in a click. 


SMS "ER BT" 


Know more... 


to 3636. 


Tesco India, Officer - Tax & 
Compliance, Bangalore, 4 - 7 Years, 
1935056 

Responsibilities include collecting taxes from 
individuals or businesses according to 
prescribed laws and regulations, maintain 
knowledge of tax code changes, and of 
accounting procedures, etc. 


Navia Markets Ltd., Manager - 
Assurance, Chennai, 5 - 7 Years, 
2080459 

Responsible for ilnternal audit, management 
information and report ananlysis. The 
candidate must have experience in BPO or 
Financial Industry. 


R.S.G.infotech Pvt. Ltd., Senior 
Accountant, Mumbai, 2 - 5 Years, 
2087195 

The candidate is responsible for reconcilation 
of debtors/creditors, reconsilation, bank 
reconcilation, finalisation of accounts up to 
Balance Sheet/ internal account audit, branch 
accounting etc. 


Dignity Lifestyle Trust, Chartered 
Accountant, Mumbai, 8 - 10 Years, 
2070424 

Will be responsible for accounts supervision, 
internal audit, exercising controls, conversant 
with statutory provisions, and bring about a 
congenial relationship with all members of 
staff dealing with accounts department. 


California Software Co. Ltd., 
Manager - Finance, Chennai, 

6-12 Years, 1935712 

Candidate must have good experience and 
knowledge in handling accounting operations, 
US GAAP standards, US Tax laws etc. 
Exposure to ERP Packages will be an added 
advantage. 


Hindustan Polyamides & Fibres Ltd., 
Accounts Executive, Mumbai, 5 - 6 
Years, 2074384 

Candidates should have experience in reputed 
and dynamic corporates in the areas of 
Accounts, Costing, Direct/ Indirect Taxation, 
MIS/ Budgeting. Debtors, Creditors etc. 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Bhukhanvala Holdings Pvt. Ltd., GM 

Finance, Mumbai, 

5-7 Years, 299024 

Candidate should be well conversant in. 

Accounts, Costing, Finance, and Taxation 

matters with experience of implementing MIS 

systems for management. Should have 
experience/ exposure in the relevant areas of 

Audit Internal & Statutory, Taxes 

Direct/ International and Tally. " 


Akamai Technologies Inc., Senior/ - 
Associate - Accounts, Bangalore, | 
5-8 Years, 2081318 

Responsible for MIS, reporting to US 
corporate office about India financials under 
India GAAP/US GAAP, monthly accounting 
on Oracle, Auditing, Budgeting, Fund/Cash 
flow, expense verification etc. 


M/s Velvin International, Accounts 
Assistant, Bangalore, 1 - 3 Years, 
2061546 
Candidate must possess experience in Tally 
and should have handled accounts 
independently besides statutory norms like 
ESLPF and Service Tax besides banking, 


Wipro Limited, Finance Technical — 
Consultant, Chennai, 2 - 4 Years, 
2062265 

Will be responsible for end-to-end 
implementation or upgrade (Version 8.x), 
technical research and documentation for any 
project-implementation, upgrade, support, - 
writing People Code, SQR Reports, | 
developing and debugging application engine 


programs, etc. 


Bhardwaj Networks, Finance 
Executive, Ghaziabad, 0 - 1 Years, 
2074969 

Candidate will be responsible for handling 
company accounts and other matters related 
to company finances and accounts. 


HOW TO APPLY FOR THESE JOBS: 


1. Logon to www.monster.com 


2. Type the job ID in the "Search Jobs" 
box on the home page 
3. Click the "Go" button 
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Fortune 500 Company. US $ 17 Billion. 
India’ s largest recruitment services firm. 


Be a part of Manpower, India's fastest growing 
employment services firm providing a complete 
range of selection and talent management solutions 
to its clients. 


We are looking for dynamic Managers with 

8-15 years of industry experience and profit 
center responsibilities. The job involves leading 
large teams, business planning, marketing, training, 
conceptualization & planning the transaction process 
and execution. 


Candidates should be Post Graduates from 
premier institutes and have domain knowledge 

in areas like Manufacturing, Consumer, Healthcare, 
Retail, Media, Information Technology, Telecom, 
ITeS or Financial Services. Excellent communication, 
presentation and strong inter personal skills as well 
as proven capabilities in dealing with senior 
management professionals are prerequisites. 


Remuneration will be highly attractive with exciting 
incentive plans. 


Positions are based in Delhi, Mumbai, Bangalore, 
Chennai, Hyderabad, Kolkata & Pune. 


0 


To apply email your resume to managers@n 


What do you do? 





) BUSINESS HEAD 


US $1 Billion Sales Initiative 





Larsen & Toubro Limited - India's largest engineering and technology major - 
is looking for a BUSINESS HEAD for its challenging new US $1 billion sales 
initiative in the energy sector. 


Successful candidate should: 


j . * Be currently running a business enterprise with upwards of 
Rs.500 crore annual sales, with responsibility for both top and 


bottom line 


* Have over 20 years of experience in the power/machine tool/ 
capital goods industries 


* Have an aggressive approach 
* Possess a dynamic personality 


* Be around 45 years of age 





Annual remuneration, including ESOPs, can be up to Rs. 1 crore. 


The position is ideal for a professional who values challenges, relishes responsibility, 
and is strongly committed to achieving demanding targets. 


Contact, in strict confidence, Dr. Devender Nath - Executive Vice President (Technology) 
on e-mail id nath@Lth.Ltindia.com 





LARSEN & TOUBRO LIMITED 


It's all about imagineering 


Clarity 





Exciting Career Opportunities 


for Human Resource Professionals 





Location: United Arab Emirates 


Headquartered in the UAE, we are the largest FMCG Group in the 
region. Manufacturing and marketing a wide range of FMCG brands 
and industrial products — from manufacturing bases are in UAE, 
Egypt, Malaysia, Pakistan and India — we also have export operations 


in over seventy countries. 


To support our growing operations across our manufacturing 
locations, we need HR professionals, between the age of 27 and 35 
years. Applicants should have a Masters Degree in Human 
Resource Management from premier schools and 5 to 10 years’ 


HR work experience, in a Factory or a Corporate Office or both. 


These are international positions and may involve transfers 
between Company locations. As HR Managers, selected candidates 
will hold independent responsibility for implementing Corporate 


Policies & Programs in their assigned Business Units. 


Suitable candidates should email their applications to 
hrjobs.fmcg@gmail.com 


Only short-listed candidates will be contacted, 


A Fortune 500 company. Largest 
employment services firm in India. 


Be a part of Manpower, India's fastest growing 
employment services firm providing a complete 
range of selection and talent management solutions 
to its clients. 


We are looking for High Impact professionals with 
7-12 years of industry experience, preferably in 
client facing roles. The job involves working with 
client's top management, understanding their 
requirements, conceptualization & planning the 
search process and execution. 


Candidates should be Post Graduates from premier 
institutes and have domain knowledge in areas like 
Manufacturing, Consumer, Healthcare, Retail, Media, 
Information Technology, Telecom, ITeS or Financial 
Services. Excellent communication, presentation and 
strong inter personal skills as well as proven 
capabilities in dealing with senior management 
professionals are prerequisites. 


Remuneration will be highly attractive with exciting 
incentive plans. 


Positions are based in Delhi, Mumbai & Bangalore. 


To apply email your resume to 
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On | track: - A sex worker hits the streets of My 


e, re, but for a vastly different reason this een | 





Thinking Smart 


A novel initiative puts smart cards in the hands of sex workers in 
Mysore in a bid to keep HIV at bay. RAHUL SACHITANAND 


ARN 
Wednesday, May 31; 2006 


IDDEN BEHIND A NOISY AUTO STAND AND 
flanked by an assortment of petty stores, 
the office of Karnataka Health 
Promotion Trust (KHPT) doesn’t seem 
like a place where one vum find inn- 
ovative solutions to one of India's most pressing prob- 
lems: The HIV epidemic. Yet, up a narrow flight of stairs 
on the first floor of an unremarkable white building, 
Susheena RezaPaul and her team have come up with ล 
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quiet, yet path-breaking, answer to the human immuno 
deficiency virus (HIV) scourge. As the Director of KHPT, 
a joint venture between Bill & Melinda Gates 
Foundation’s Avahan and Canada’s University of 
Manitoba, RezaPaul is leading a novel initiative to 
keep tabs on the health of the most HIV-prone segment 
of our population: Sex workers. 

On May 26 this year, KHPT distributed smart cards 
to 500 sex workers spread across Mysore and nearby 
Mandya in a pilot project intended to better understand 
their lives. RezaPaul, a physician by training, says 
these cards will act as loyalty cards with a select group 





of five stores frequented by sex workers for items 
such as food, clothing and, most importantly, medicines 
and condoms. Purchases are logged using a Simputer 
handheld computer and the reward points on pur- 
chases can be redeemed on subsequent visits. 

The real benefit of the smart card is, however, 
much bigger. The smart cards issued to these sex 
workers are valid for just three months. To renew it, the 
card holder must visit a health centre, where she can 
also get a medical check up. In other words, the smart 

j cards are being used to keep track of a dynamic, 





” < 
| Team talk: Representatives of Ashodaya, an association 
of sex workers, regularly meets to discuss issues 
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HIV-prone population. Explains RezaPaul: “Prostitution 

in Mysore is not organised like the brothels of Sona 

Gachi in Kolkata (the red light district houses 60,000 

to 70,000 sex workers) and they work primarily by 
soliciting on the city streets and then in city lodges.” 

Before zeroing in on smart cards, KHPT tried using 

ordinary cards with a special ip number. But the exp- 

eriment failed because most of the sex workers were 

illiterate, besides which, KHPT discovered, many of 

| them had the same name (there are dozens of Ratnas, 

1 for instance) and that led to problems in tracking their 


individual health and follow-ups. The use of smart 
cards, says RezaPaul, has given the sex workers a sense 
of pride and belonging. *It's about creating a place 
where they feel welcome and uninhibited," she says, as 
we walk around a vast recreation room, where sex 
workers catch up on gossip, eat lunch and catch a 
quick nap before hitting the streets once more. 

Having got a taste of the smart technology, 
Mysore's sex workers want more from it. *We make 
about Rs 500 a day and need more features to be 
added to the card if it is to be effective," says 
Ratnamma, a sex worker of 10 years and President of 
Ashodaya, a community body. (Ashodaya, which 
means a ray of light in English, has given the sex 
workers voice against low-level policemen and anti-soc- 
ials, besides certain minimum working conditions. 
Members, for example, are required to insist on use of 
condoms by customers and report any cases of child 
trafficking to a 10-person supervisory board.) In res- 
ponse to such demands, KHPT is considering inte- 
grating an ATM option with the card so that the users 
can immediately deposit their earnings before they are 
hassled by cops and/or the local toughs. 

With just five vendors aboard at the moment and 
the initiative only a few days old, much more needs to 
be done before this smart card solution can be rolled out 
statewide. “We are yet to finalise which shops we 
need to focus on and what goods sex workers find most 
essential. We also need to consider if requirements 
vary for, say, those operating in Bangalore compared to 
Mysore," says RezaPaul. Despite these chinks, adm- 
inistrators and advocates remain confident that this ini- 
tiative can be scaled up to, one day, reach all of the two 
million sex workers across the country. *The various 
components of the fight against AIDS are disjointed in 
India and across the globe. We need a more structured 
fight against this illness, since it is increasingly looked 
upon as something that can be managed,” says 
Sundar Sundaraman, an advisor to the Bill & 
Melinda Gates Foundation in India. 

Mysore’s smart card exper- 
iment, then, looks like a good 
beginning. พ 
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Case Against Quotas 


Arun Shourie hits out at progressives and the judiciary for 
subverting the Constitution. ARNAB MITRA 


FALLING OVER T'S A TIMELY—AND SCARY—REMINDER OF HOW FAR 
BACKWARDS fer trodden down the “progressive” path. 
An essay against The book's tagline says it's "an essay against 
Reservations and reservations and against judicial populism". And 
against Populism it lives up to that promise on every measure. 
By Arun Shourie Arun Shourie begins the volume by quoting 

Pandit Jawaharlal Nehru's letter to the chief min- 
Rupa isters in which he makes a strong case against 
Pp: 378 caste- and religion-based reservations. “It has 
Price: Rs 495 amazed me to learn that even promotions are 


based sometimes on communal or caste con- 
siderations. This way lies not only folly but also 
disaster. Let us help the backward groups by all 
means but never at the cost of efficiency. How 
are we going to build the public sector or indeed 
any sector with second-rate people?” Shourie 
quotes India’s first Prime Minister as writing. 
diva And then goes on to show how Nehru's fol- 
Resertion lowers, with active help from a so-called “pro- 
gressive” judiciary, turned his exhortations— 
and the Constitutional safeguards against caste 
and communal quotas—on their heads for nar- 
row political expediency. 

The book is replete with examples of Shourie's 

erudition and grasp over his subject. He quotes 
extensively from the Constituent Assembly debates 
and from the Constitution itself to buttress his 
arguments. Nowhere, he points out, does the 
Constitution say anything about reserving jobs, 
seats or any other privileges for any religious, caste or ethnic 
group. Instead, it repeatedly stresses equality based on non-discrimina- 
tion. Where caste is mentioned, it is only to prohibit discrimination on 
its basis. Where it does speak of the underprivileged, it refers to backward 
classes, women and children, never to caste or religion. 

But, he adds, the very basis of the Constitution has been subverted by 
self-serving politicians, the progressive intelligentsia and the judiciary. He 
quotes several judgments to support his arguments. Each successive 
judgment has hammered another nail in the coffin. Result: standards are 
dismissed as elitist, mediocrity has become the norm, vulgarity is 
authenticity, intimidation is argument and assault is proof. 

We live in extremely partisan times. Almost every political, social or 
ethnic formation believes in some form of the *you are either with us or 
against us' paradigm. This means, unfortunately, that Shourie's logic, 
sound and learned as they are, will probably be appreciated only by those 
who see merit in merit. The other half (or is it merely 49.5 per cent) will 
doubtless dismiss this book as more Manutwadi propaganda. But that, to 
paraphrase Nehru, will be a folly. 

One word of caution for the would-be reader: this is a tome for the 
serious scholar; but there's a lot in it even for a more casual reader of so- 
cial commentaries. W 


and Judic ial populism 
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By Seetha 
Penguin Portfolio 
Pp: 212 

Price: Rs 375 


E INDIAN BPO INDUSTRY ISN'T JUST 

van ‘industry. Rather, it's the 
child of many revolutions. A revo- 
lution in information technology, a 


revolution in the mindset of the 


Indian salary man, and a revolution 
in the way the world sees India. 
From virtually nothing less than a 
decade ago, BPO has become a 
$6.3-billion (Rs 28,350-crore) 
industry, employing 415,000 peo- 


_ ple. Suddenly, no global company 
(other than Apple, that is) can 


hope to be competitive without - 


offshoring work to India. A lot has 
been written on this brand new 
phenomenon, but it is to Seetha's 
credit that she puts it all in one 
place. Here you'll meet the early 
BPO pioneers, read about their 
struggle to a) convince their foreign 
parent—and only later, custo- 
mers—to ship work to India, 
b) overcome a primitive telecom 
business going, and c) create an 
industry out of hole-in-the-wall 
outfits. In other words, The 
Backroom Brigade is an abridged 
history of India's BPO industry, 


except that it is much more 
engagingly written than what a . 


professional historian could have 
ever managed. 


BI 


INIMA 


TODAY 


GROUP 


YOUR 
SEARCH 


FOR THE BEST 
B-SCHOOLS 


IN INDIA 


ENDS HERE 


ON SALE 
FROM 
JUNE 30th 


A Coming Soon: India's Most Definitive B-School Rankings 


Find out how the country’s best business schools stack up 
this year and what recruiters have to say about them, in 
Business Today's "India's Best B-Schools” special. The survey, 
based on AC Nielsen ORG-MARG's proprietary Winning 
Brands model, polls recruiters, MBA aspirants and young 


executives for a perceptual ranking of India's top business schools. 


Don't forget to grab your copy! 


For advertising opportunities, please contact your nearest Business Todas Impact Team: 
๑ New Delhi: 011-23736970.78 ๑ Mumbai: 022-24983355, 24912771 * Bangalore: 080-22212448 22218346 


* Chennai: 044 28531605, 28531719 e Kolkata: 033 22821922, 22825398 ๑ Hyderabad 040-23410100 





Cruiser Bikes in Delhi 


THE WHEELS 
THEY'RE A CHANGIN’ 


The Wheels They’re A Changin’ 


TREADMILL 


PRINTED 


CIRCUIT 





Food outlets and other retailers in the home delivery space 
are experimenting with different modes of transport. 
KAPIL BAJAJ, AHONA GHOSH AND RAHUL SACHITANAND 


HENEVER PEOPLE WANT A BREAK FROM THE 
routine of home-cooked food, they pick up 
the phone and order in stuff from outlets 
such as ours,” says Arvind Mediratta, Chief Marketing 
Officer, Yum Restaurants International, which runs the 
KFC and Pizza Hut chains. “The convenience of having 
warm, freshly cooked food delivered at your doorstep 
is obviously driving this demand,” adds Ashim Gupta, 
General Manager, Operations, Wimpy’s International. 
The operative words, then, are convenience, warm 
food and doorstep. Most fast food outlets—like 
McDonald’s, Domino’s, Wimpy’s and Pizza Hut—and 
some other retailers (we'll come to them later) employ 
teams of young boys (girls are poorly represented here; 
women’s libbers, equal opportunity activists and gender 
equality crusaders take note) to make deliveries. Scooters 
fitted with food boxes on the pillion riders’ seat are the 
most popular mode of transport, but some companies 
are experimenting with other sets of wheels. 
Kaati Zone, located on Church Street, in Bangalore's 
central business district, has sought to replicate the 
ambience of a typical American diner. But it is its team 


4 RO” 
Delivery boys 
zipping in Yamaha 


offer premium, 
hand-rolled cigars 

at customers’ 
doorsteps 


of six cycle-borne delivery boys, dressed in bright yellow 
jerseys and aerodynamic racing helmets that draws 
attention to the outlet. “We tried out a variety of options 
and found that cycles provided the cheapest and most 
efficient way to deliver hot kaati rolls to customers,” says 
Virendra Yadav, Executive Chef at Kaati Zone, adding 
that pedal power allows him cut delivery time by as 
much as 20 per cent. “They don’t face any one-way 
restrictions and can cut through the bumper-to-bumper 
peak hour traffic with ease,” he adds. 

The all-American (but now considerably Indianised) 
McDonald’s, too, has had to adopt cycles to beat the 
traffic snarls in Delhi’s ultra-crowded Chandni Chowk 
area. Reason: even scooters find it difficult to 
manoeuvre through the narrow bylanes of Old Delhi. 
“We looked at rickshaw deliveries, but this didn't fit in 
with our image; we even considered having our delivery 
boys walk to their delivery destinations, but this wasn’t 
time-effective; bicycles provided us with the ideal 
option,” says Vikram Bakshi, Managing Director of 
McDonald’s North India. 

His colleagues in Mumbai have also come to the 
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same conclusion. McDonald's Ville Parle outlet uses cyc- 
les to deliver orders to customers. *We are constantly 
innovating to keep ahead of the game. And cycles 
help us remain competitive by cutting down on delivery 
times,” says Nishit Pandey, Head of Corporate Affairs 
at the company. It has recently acquired special deliv- 
ery bags from Indonesia which can be strapped to the 
shoulders and keep food warm. These bags, 

the company says, will gradually replace 


crowd 
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the big (and ugly) food baskets one sees riding 
pillion on Kinetic home delivery scooters. 

Some companies are using their wheels to differen- 
tiate themselves. The Bangalore-based Nagarjuna Resi 
dency chain of restaurants specialises in home deliver 
ing traditional Andhra food using scooters. “But Andhra 
food is very common in Bangalore. So we distinguish 
ourselves from the rest of the market by having a huge 

red mock chili sticking out of the food carrier,” says 
Mohan Reddy, proprietor of the chain. 
Incidentally, food retailers aren’t the only 
ones using innovative wheels to further their 
business interests. Manish Dutt, a qualified com- 
mercial pilot turned entrepreneur, runs a cigar 
shop called Kastro’s at Delhi’s upmarket Santushti 
market complex. His specialty: delivering premium, 
hand-rolled cigars at your doorstep. “A good Cuban 
cigar costs Rs 350-1,500. They aren't available every 
where; you won't also get them late in the evening, 
when most people host parties. Hence, the hom« 
delivery service," explains Dutt. Kastro's precious mer 
chandise is stored in humidors (airtight containers 
that keep tobacco moist) and is grandly conveyed to cus 
tomers on brightly painted Yamaha cruiser bikes by lis 
eried riders. Dutt carries out 3-4 home delivery orders 
every day and business is growing fast. 

And all this just to deliver what you want where you 

want it on time, every time. 
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f. LAVOURED VODKA, DESPITE ITS CURRENT POPULARITY, IS FOR WIMPS. DITTO, FOR VODKA MIXED WITH JUICES. IF YOU 
E: thought all vodkas are aromaless, tasteless, characterless and colourless liquids that need to be jazzed up with 
y- other things, think again. If you really want to drink vodka, drink it straight up, as this drink, invented over 600 


years ago in Poland, was meant to be drunk. Our resident tippler puts four ultra premium brands through their paces. 
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BRAND: 
PROVENANCE: Sweden 


DESCRIPTION: A highly 
advertised brand, Absolut 





f Gre 
i Goose 


PROVENANCE: France 




















DESCRIPTION: Distilled is the most neutral 
in Cognac, the Grey tasting of the four 
Goose comes in a frosted with a mild burn and 
| bottle and has a long, no aftertaste; perfect 
. . silk-as-smooth aftertaste for cocktails 
with a satisfying burn and not shots. 
as it goes down. VERDICT: 
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Belvedere - inlandia 
«. .. PROVENANCE: Poland ` PROVENANCE: Finland 
= DESCRIPTION: Distilled in vodka’s native DESCRIPTION: Finlandia is made from water 
: Poland, the Belvedere has a sophisticated sourced from an underground spring in 
(a flavour, and is über-smooth and almost Finland and is a delicate vodka with a pleas- 
. creamy in taste, but the burn is lacking. antly sweet aftertaste and a nice burn. 
= VERDICT: VERDICT: 
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Middle Management 


UMMER'S WHEN YOU'RE MOST LIKELY TO THINK OF GETTING BACK 
S into shape, assuming, of course, that you once were in shape, 

that is. Because summer's the time when you're most likely to be 
spotted out-of-doors without a shirt (think the pool) or, if not that, then 
just a T-shirt and shorts. In north India, particularly, summer's when you 
shed those layers of clothing and opt for thin, short-sleeved shirts 
even at work. In the hot and humid east, west and south, you do that all 
year round, but that's a different story. The bottomline: summer's 
the season when you're most concerned about getting rid of your extra 
flab, especially the stuff around your middle. 

A couple of editions back, Treadmill (June 4, 2006) had written about 
a cable-pulldown exercise in which you use a thick rope to do weighted 
crunches. It's a killer exercise that tones up your abdominal muscles but, 
in all fairness, I have found it to yield better results for the upper 
section of the ab muscles. For many people, 
including me, it's the lower section of the 
abs that poses the bigger problem. Getting 
ripped lower abs (the zone around the navel) 
is generally tougher. But there are several 
exercises that target this region and here's 
one that l've found to be effective. Let's call 
it the weighted flat bench leg pull-in. Quite a 
mouthful that but it works. Here's how you 
do it: sit on a flat bench with your legs off one 
of one end, while gripping a light dumb-bell 
between your feet. Hold the bench at the 
sides with each hand. Stretch your legs straight 
out while keeping your back at a 45-degree 
angle to the bench. This may sound like a con- 
tortionist's feat but it isn't that complex— 
check out illustration 1. Now, pull your legs 
” in, bringing your knees towards your mid-sec- 

tion, taking care to see that you feel the stress 
on your abs (hint: the key is to make the movement slow and focussed). 
Hold for a couple of seconds and then return slowly to the starting 
position. That's one repetition. 

You should be breathing out when you're pulling your legs in and 
breathing in when returning to the starting position. You could increase 
the weight of the dumb-bell your feet are gripping to make the exercise 
tougher as it gets easier to perform. l'd recommend three sets of 12-15 
reps but you could do more sets if you like. Ideally, you can couple this 
with floor exercises for the abs like the plain vanilla crunch and do the 
combo thrice a week. 

Oh, yes. Remember that crunches or pull-ins or leg raises alone can- 
not give you a flat middle. You need to shed flab by burning fat 
through cardiovascular exercise and a controlled diet. Crunches and 
other abs exercises only tone the muscles that lie below the flab. 

MUSCLES MANI 





RAMEN SARKAR 





write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 


DEALING WITH 
DIABETES 

HE WORLD HEALTH ORGANIZATION 

estimates that there are 25-30 
million known diabetics in India and 
another 20 million who do not know 
that they are suffering from the ailment. 
It's known as a silent killer, but it can 
be contained by a strict regime of 
are no known cures for diabetes. 
What is it: Diabetes is an ailment- 
marked by high levels of blood glu- 
cose resulting from inadequate ins- 
ulin production in the body. 
Managing the disease: Diabetes 
management focuses on food, fit- 
ness, medication and monitoring. 
"Diabetes patients sometimes have 
to change their lifestyles quite dra- 
matically, and this can pose a serious 
challenge to most individuals. But 
this is often an essential part of pre- 
venting or delaying complications 
ranging from tingling feet to heart att- 
acks, kidney failures and blindness," 
says Dr Surender Kumar, Senior 
Endocrinology Consultant, Sir Ganga 
Ram Hospital, New Delhi. 
Where to begin: Find a physician 
who has skill and experience in dia- 
gnosing and treating diabetes. 
Monitoring: Monitoring blood sugar is 
a vital part of treating diabetes. 
There are several key reasons for 
testing blood sugar levels: identify 
patterns in glucose build-up, reduce 
risk of long-term diabetes and und- 
erstand the impact of food, activity, 
and medications on blood glucose. 
Food: "Small, frequent, low fat meals 
are highly recommended for pat- 
ients," says Dr Kumar. Regular 
meals and a consistent diet are con- 
sidered essential and help your med- 
ication work effectively. 
Fitness: Losing weight and regular 
exercise can help prevent diabetes. 
Stress reduction techniques can 
work as well. 
Medication: Medicines and pills tackle 
diabetes on three problem areas— 
they stimulate beta cells to make 
more insulin, decrease the liver's 
glucose production and make mus- 
cle cells more sensitive to glucose. 

MANU KAUSHIK 
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Musical Phones 


Here's how two new digital music players-cum- 


mobile phones stack up. 
Nokia N91 


OKIA IS REDEFINING MULTIMEDIA 
ot ren with its N-series range. 
The N91 is possibly the first true 
digital music player-cum-mobile 
phone to pack so much capacity. It 
is also the first publicly-available 
GSM handset with an on-board 
4 GB hard drive. Four gigs doesn't 
sound like much, but considering 
that PCs had less capacity less than a 
decade ago, it's a bit. 

It doesn't stop there. The N91 is 
actually more capable than many 
standalone players, including the 
Apple iPod. In fact, it can play a 
multitude of digital audio formats— 
MP3, WMA, AAC, eAAC+, WAV and 
Real Audio. It is also unique in the 
sense that it supports Digital Rights 
Management (DRM). This will allow 
you to download a song from your 
network operator, maybe as a 
teaser, which it can programme 
through its DRM to lock after 10 
days, unless you pay a certain fee. 
Ditto for downloaded video con- 
tent, but unlike its dexterity with 
audio formats, the N91’s video play- 
back is limited to Mp4 and 3GP for- 
mats. The audio quality is surpris- 
ingly good, provided you have good 
earphones. The ones that Nokia 
ships aren’t bad, but when you 
spend Rs 33,999 on this phone, 
you might as well burn some money 
for better headphones. 

The N91 also has a 2-megapixel 
camera, and thanks to huge amo- 
unts of on-board memory, you can 
virtually keep on clicking forever. 

However, while Nokia has got it 


SONY ERICSSON W810i 
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right with the phone (again), its 
PC Suite software seems to be 
headed in the other direction. 
The only adjective you can 
use for this software is 
‘bad’. And unless some- 
thing is done about this, 


d 


- 


NOKIA N91 


the user experience will continue 
to be bittersweet. 


Sony Ericsson W810i 

Tz CITRUS IS DEAD—WELL, ONLY 
in form it seems. The W810i, 

successor to the orange W800, might 

have lost its orange case, but the 


Afo 


USUTA 1 


Expensive at Rs 21,995 


Poor storage capacity 
Poor transfer speed 
























Expensive at Rs 33,999 
Poor PC software 
Bulky and heavy 


menu is still orange. And it carries 
enough music inside it to while 
away serious time. 

But, seriously, how is the W810i 
as a music player? Well, Sony has 
packaged its “TruBass’ and ‘Stereo 
Widening’ technologies into the 
phone, so as a music player it act- 
ually isn’t too bad; playback is 
unusually good compared to the 
MP3-enabled phones of yore. But, 
that is not to say that the W810i 
doesn’t have its share of issues. 

First, at Rs 21,995, it is exp- 
ensive. Dedicated Digital Audio 
Players, including Sony’s own 
Network Walkman, are cheaper. 
But, keep in mind, unlike a ‘dedi- 
cated’ MP3 players, the W810i dou- 
bles up as a camera as well, and 
with a nice, compact form factor, is 
not a bad-looking phone. 

The second issue with the gadget 
is that it comes with a measly 512 
megabytes on a Sony ‘Memo- 
ryStick’, which barely suffices for 
a few hours and thanks to an 
awful transfer speed, you'll spend 
lots of time loading music onto the 
phone. A bigger ‘MemoryStick’ 
costs big money (around Rs 
10,000), which makes this phone a 
bit of an Orange Elephant. 8 

KUSHAN MITRA 


é THE BEST COMPANIES 
Bëst TO WORK FOR IN INDIA: 2006 


FORIN WORK Inviting entries for our sixth annual survey of best employers. 





NDIA'S MOST ANTICIPATED SURVEY IN EMPLOYMENT SATISFACTION 
has been kicked off, and it is soliciting entries. We are, of course, 
referring to Business Today's sixth annual survey of the best 
companies to work for in India. As you may know, this survey is 
conducted in association with Mercer Human Resource Consulting, 
which provides the know-how, and TNs India, which takes care of the 
logistics part. While the data from companies is collected, tabulated and 
collated by TNs, Mercer doesn't interact with the survey participants and 
isn't even told their names (all that Mercer gets is data for Company 1, 
2, 3 etc) until the analysis is over. How can a company participate? It's 
simple. Read the box below. 


HOW TO PARTICIPATE 


= Participation in this survey is open to any 
company that operates in India, irrespective 
of its ownership. 


พ Participating companies must have been in 
existence in India for a minimum of four years, 
and must employ at least 200 management/ 
executive-level personnel in India. 





will be the study coordinator from the 
company's side. 


m Participating companies will have to share 
information regarding their people practices, provide 
employee details from which a sample will be 
administered a questionnaire, and should be willing 
to throw themselves open to a physical audit by the 


m To participate, companies should log on to Survey pores 
| http://survey.tns-global.co.ir m The last date for companies to register is July 
m and register online. Additionally, as part of the 31, 2006. 


registration process, participating companies 
should download the registration form (available 
on the website), print it on the company 


พ By participating in the survey, companies are 
signalling their willingness to be part of the special 
issue Business Today plans to bring out on the 


letterhead and fax or courier the completed form 
to the following address: 

Ms Indrani Raychaudhuri, 

Research Coordinator 

TNS India; CICD Tower 

Institutional Area, Hauz Khas 

New Delhi 110 016 

E-mail: Indrani.Raychaudhuri@tns-global.com 
Fax: 011-5256 6677 


m Participating companies will be required to 


nominate a point person for the study who 


Best Companies To Work For In India. 


m The Business Today, Mercer Human Resource 
Consulting and TNS teams are committed to 
maintaining the absolute confidentiality of the 
study participants. 


m At no stage will the names of the participating 
companies be released to any third party. And 
only the names of those companies that are 
recognised as The Best Companies To Work 
For In India will be publicly released. 
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Next Please 


HERE'S ANOTHER RETAIL 
honcho who's succumbed to 
Mukesh Ambani's retail pitch. 
G. SANKAR, 44, has quit the 
top job at retailer Lifestyle for 
an offer to head Reliance 
Retail's footwear venture. “I find Reliance's retail 
ambitions inspiring...and I am aware that I produce 
the best results in a start-up situation," says the man, 
who joins Ambani's star-studded retail team, which 
includes Raghu Pillai, Rajeev Karwal and Bijou 
Kurien, among others. Sankar will continue to be 
based in Bangalore, but his brief is to build a pan-India 


Maslow's Theory footwear chain. Okay, who's next? 


YOU CAN BUILD INDIA'S LARGEST SCOOTER COMPANY, TL 

then reinvent it as ล motorbike manufacturer, become Bailing Out 
the irrepressible and outspoken voice of India Inc. (or 

the Bombay Club?), and yet not think you've done 

it all. Just ask RAHUL BAJAJ. When BT went to press, 
the 67-year-old industrialist from Pune, who has 
handed over the reins of his two-wheeler company to 
sons Rajiv and Sanjiv, had won the backing of 

Shiv Sena-BJP and Sharad Pawar’s NCP for his 
bid as an independent candidate from 
Maharashtra for the Rajya Sabha. Bajaj 
wouldn't reveal what prompted him to vie 
for an Mr's job except to say that “I have 
a lot of opinions (to express)”. Bajaj is no 
stranger to politics. His grandfather 
Jamnalal Bajaj was a freedom fighter and 
an associate of Mahatma Gandhi. While 

that might make the Congress' disap- 
proval of him seem bizarre, Bajaj is almost 
guaranteed to win the election. 


B. ล ะ ก Entry 


IVALS SWEATING t KEKI DADISETH APPOINTMENT TO THE BRITANNIA I 

can ) breathe easy. D: adiseth, 60, who retired from the board of FMCG giant 
Unilever last year preceded by a four-year stint as the Chairman of 
Hindustan Lever, will chair the cookie giant's remuneration committee. 
Strange as it might seem, the move makes a lot of sense. Not only is 





1 ก ห ง NHYNSVHU 





PEOPLE WERE SURPRISED WHEN RONOJOY DUTTA, 
former President of United Airlines, joined 
Subrata Roy's Air Sahara. And Dutta, 55, an 
alumnus of irr Kharagpur and Harvard 

e Business School, surprised observers once 

more by staying on for more than a year. Now 
with Air Sahara gone to Jet Airways’ Naresh 

Goyal, Dutta and his wife are headed back 
to the Us, where he will once again con- 

BS sult for aviation companies. “Both 

my wife and | absolutely loved 
our 18-month stay in India 
and we are completely 

Wy determined to come back to 

India once our daughter goes 

into college,” he says. After all, 

India is where all the aviation action is. 
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Dadiseth a chartered accountant, but Britannia's previous CEO was eased 
out over allegations of financial impropriety. So getting someone as 
respected as Dadiseth can only help. (Also, don't forget that until 
sometime ago, he was rumoured to be a potential successor to Tata Group 
Chairman Ratan Tata before the latter gentleman postponed his retire- 
ment to 2012.) That said, don't be too sure that Britannia's CEO, 
Vinita Bali, won't be tempted to tap Dadiseth for tips on FMCG marketing 
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Good Tidings 


HANK PAULSON'S MOVE FROM GOLDMAN SACHS TO THE 
Us Treasury may be a few weeks away, but here's 
some reason for India to cheer: Replacing Paulson will 
be the firm's President & COO, LLOYD C. BLANKFEIN, 51, 
an India bull. *The country has crossed the tipping 
point (in terms of its attractiveness as an investment 
destination)," he told BT last year on a trip to India. It 
was, of course, Blankfein's firm that put out the 
world famous BRICs report on Brazil, Russia, India and 
China that forever changed the way the world looked 
at these emerging markets. And despite the recent may- 
hem on Dalal Street, a Goldman spokesperson says 
that Blankfein continues to be upbeat about India. 
That's a good thing. Goldman is in the middle of 
setting up its India operations in Mumbai and 
Bangalore, having recently split from partner Kotak 
Mahindra. So, for India's sake, let's hope that Paulson 
get his job and Blankfein his. 
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Small Pond, Big Fish 


IS MOVING FROM A DIVISION TO AN AGENCY A BIG 
thing? As it turns out, yes. So, while ASHUTOSH 
SRIVASTAVA, 44, may have been heading wPP’s media 
buying division Group M in South Asia, he now 
becomes the Singapore-based boss of MindShare 
across Asia-Pacific. MindShare isn't just 

one of the four media buying agencies 
of wep (the other three are Maxus, 
MEC and Mediacom), but the biggest 
of them. It buys media worth $54 WS : 
billion (Rs 2,43,000 crore) world- = ว 
wide for giant corporations such as 
Unilever, IBM, Ford, Nike and 
Pepsi, and in Asia alone manages 
a spend worth $3.1 billion (Rs 
13,950 crore). Srivasatva, an IIM 
Ahmedabad alumnus, couldn't 
be reached, but his colleagues 
say it's a rewarding deal for 
him. “Ashutosh is all substance 
and no fluff, unlike many of 
the leading media personali- 
ties,” says C.V.L. Srinivas, 
CEO, Maxus (Asia-Pacific). 
We already know what 
Srivastava’s worldwide 
boss, Irwin Gotlieb, thinks 
of him: “He is one of the 
most talented professionals 

in the entire Group M family 

and we are looking at opportunity 
to use his talent for the benefit 
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of the group," Gotleib had told ห 1 
last year. Luckily for Srivastava, 
the boss kept his word. (n 


SOMETIME AGO WHEN RUMOURS SURFACED ABOUT CEO ARUN SARIN'S IMMINENT 
departure from British telecoms giant, Vodafone, its Chairman Lord 
MacLaurin publicly came out in support of him. Things have once 
again reached a head at Vodafone, and this time around Sarin, 51, would 
be lucky if he kept his job. Not only is MacLaurin stepping down in July, 


but some large institutional shareholders of Vodafone are pushing to sack 
sarin and a few other directors over slow growth and losses (of $41 bil- 
lion or Rs 1,84,500 crore for 2005-06). Fireworks are guaranteed at 
Vodafone's annual general meeting in July, but some shareholders are 
closing ranks to mount an offensive sooner. One plan is to get the inc- 
oming Chairman John Bond (ex-HSBC) to 'balance powers' at Vodafone. 
Unless Sarin comes up with a compelling case, he may have to go. m 
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NAME: GAUTAM THAPAR 
AGE: 45 

DESIGNATION: VC & MD 
COMPANY: BILT 











VIVAN MEHRA 


Turnaround Man 


HAT HE IS AGGRESSIVE AND AMBITIOUS IS EVIDENT FROM HIS ACHIEVEMENTS OVER 
THE past nine years. And earlier this month, he proved that all over again with a 
$261-million (Rs 1,174.5-crore) takeover of Sabah Forest Industries, Malaysia's 
largest pulp and paper company, propelling, in the process, his flagship BiLT into the ranks 
of the 10 largest Asian pulp and paper companies outside Japan. But this aggression does- 
n't reflect in his demeanour. In his personal life, Gautam Thapar, a third-generation scion 
Airtel launches of one of India's true-blue business houses, comes across as a mild-mannered, obsessively 
private person; not many people can claim to have seen his German wife and two 
daughters, aged eight and six years. He also doesn't hold forth on how he brought dying 
India's first BlackBerry family flagships, Crompton Greaves and BILT, back to life after he took over their reins 
powered by in 1997. “I had no option but to get these companies back into shape; so I just did it,” is 

all he says. 

A chemical engineer from Platt Institute in the us, Thapar, who began his career with 
BILT as shop floor management apprentice in 1986, is now looking ahead. “Our total 
turnover from all businesses is Rs 9,000 crore. My goal is to double this to Rs 18,000 crore 
over the next five years,” he says. Only last year, he took over the transformer manufacturing 
business. of Belgian multinational Pauwels for Rs 180 crore. This gave him manufacturing 
and marketing beachheads in Western Europe and North America. But he’s most excited 
about his processed foods venture, Global Green. It’s still small, with a top line of only Rs 
100 crore, but Thapar hopes to scale this up to $1 billion (Rs 4,500 crore) within the next 
6-7 years. 

People who have worked with him say Thapar is a big-picture person who likes to chalk 
Aing out plans and then leaves the actual implementation to his team. And his philosophy? “My 

focus will always be on creating value for my shareholders,” he says. 8 
ARCHNA SHUKLA 
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Win- 


^. The thrill of Equity. Plus Security. Get the Arbitrage Advantage. 


Equity markets being inherently volatile, can rise and fall. Therefore, it is critical to de-risk your portfolio. 
Arbitrage is a method of insulating your investments against such volatility. JM Arbitrage Advantage Fund 
helps you do precisely that, as the Fund Manager buys in cash and sells in futures simultaneously. Morever, 


you also enjoy the tax benefits of investing in an equity oriented fund, and the liquidity of an interval fund. | 


JM Financial Mutual Fund was one of the first to make the 


technique of Arbitrage available to retail investors. Now, with | NO ENTRY LOAD 





JM Arbitrage Advantage Fund, you can enjoy equity oriented 


investments without the volatility. 


New Fund Offer: 1st June to 30th June 2006 





JM 
ARBITRAGE 
ADUANTAGE 


JM FINANCIAL MUTUAL FUND ` 





Lintas Personal/JM/06 


ม JM Financial Asset Management Pvt Ltd, 5th floor, 'A' Wing, Laxmi Towers, T N D 
Bandra-Kurla Complex, Mumbai - 400 051 Tel: 39877777 |_Fax: 26528377 
| E-mail: mktg@jmfinancial.in | Website: www.JMFinancialmf.com An Equity Oriented Interval Fund 





JM ARBITRAGE ADVANTAGE FUND (An open-ended equity oriented Interval Fund) Investment Objective : The primary investment objective of the scheme is to 
generate income through arbitrage opportunities emerging out of mis-pricing between the cash market and the derivatives market and through deployment of surplus cash in fixed 
income instruments. However, there can be no assurance that the investment objective of the scheme will be realized. The scheme does not guarantee/indicate any returns. 
Investment Pattern : The asset allocation under the normal circumstances would be as follows: (a) Equity & Equity related instruments - 65% to 80% (b) Derivatives including stock 
futures and stock options# - 65% to 80% [# The notional value epee in derivatives securities would be reckoned for the purposes of the specified limits] 
(c) Money Market Instruments / Debt* / Fixed Income Derivatives - 20% to 35% [* including securitized debt upto a maximum of 30% of net assets of this scheme. Debt instruments 
will include Government securities, corporate debentures, bonds, promissory notes, money market instruments, pass-through obligations, asset backed securities /securitized debt 
and other possible similar instruments] Load Structure (During launch and post launch): Entry Load : NIL; Exit Load : 1% if redeemed within 3 months of allotment/transfer of units 
Liquidity : You can invest on any business day. Redemption & Switch-outs : Interval period is based on the “Settlement Thursday” concept. Further details on this are available in 
the Offer Document / KIM. Investors may note that redemptions are made on the NAV of only one day in the month viz. NAV at the end of the day on which derivatives contracts are 
settled on NSE. Interval Period : Please refer to the Offer Document / KIM for details. Statutory ils > Trustee :JM Financial Trustee Company Private Limited. Investment 
Manager : JM Financial Asset Management Private Limited. Sponsor : J.M. Financial & Investment Consultancy Services Private Limited. Co-Sponsor : JM Financial Limited. The 
sponsors are not responsible or liable for any loss resulting from the operation of the fund beyond the initial contribution made by them of an aggregate amount of Rupees Two lacs 
towards setting up of the Mutual Fund, which has been invested in JM Equity Fund. Risk Factors : Mutual funds and securities investments are subject to market risks and there is 
no assurance or guarantee that the objectives of the scheme will be achieved. As with any investment in securities, the Net Asset Value (NAV) of the units issued under the Scheme 
can go up or down depending on the factors and forces affecting the capital markets. Past performance of the Sponsor / AMC / Schemes of JM Financial Mutual Fund does not 
indicate the future performance of the schemes of JM Financial Mutual Fund. The Scheme (at Portfolio level) should have a minimum number of 20 investors and no single investor 
should account for more than 25% of its corpus, within 3 months / end of next quarter, whichever is earlier on an ongoing basis for each calendar quarter. JM Arbitrage Advantage 
Fund is only the name of the scheme and does not in any manner indicate either the quality of the scheme or its future prospects or returns. Investors in the Scheme are not being 
offered any guaranteed / indicative returns. The Scheme-specific risk factors include "Risk related to Equity & Equity related securities", "Derivative risks", "Strategic risks", "Interest 
rate risk", "Liquidity or Marketability risk", "Credit risk", "Redemption risk", "Stock lending" and "Securitised Debt" Please refer the Offer Document of the Scheme, which can be 
obtained free of cost from any of the JM Financial Mutual Fund Investor Service Centres or Distributors. Investors should read the Offer Document carefully before investing. 
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